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Business-wise, it's a small world, Mr. Executive—but you 
probably found that out long before most people did. It's 
been a long time, hasn‘t it, since your business, or just 
about any American business you know, has been able 
to make its plans without a watchful eye on overseas 
developments. 

That’s because American business is in world trade to 
the tune of 22 billion dollars a year, . . . . because 
American prosperity is tightly meshed with the economic 
ups and downs of all parts of the world, . . . . because 
American opportunities are newest and brightest in world- 
wide enterprise. 

So business-wise, it's a necessity to keep well-informed 
about what's taking place between the nations of the 


world, and inside of each nation. Most far-off events 
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TWENTY-FOURTH STREET, N.W., 





these days have a way of effecting the close-to-home 
interests of all of us. 

World Report is the business-wise publication which 
everyone in your company who has management respon- 
sibility should be reading regularly. Your own weekly 
issues are your first-hand proof that the great mass of 
news from abroad each week can be boiled down to a 
few, brief articles which have all the useful facts for 
businessmen. Why not pass along to your business 
associates the many advantages you gain by reading 
World Report? 

Start a World Report subscription for each man in 
your organization whose job it is to plan future opera- 
tions. The subscription rate is $4 for the next 52 weekly 


issues. 
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A capital levy in Czechoslovakia is to 
take from 2 to 20 per cent of all prop- 
erty worth more than $20,000 if the 
owner has an additional income of at 
least $1,000 a year. Proceeds will go to 
farmers to compensate for losses caused 
by last summer’s drought. 
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Automobile exports from Great Britain 
this year are expected to reach $400 
million. In 1937, the peak year before 
the war, private cars worth $40 million 
and commercial vehicles worth $20 mil- 
lion were exported. 
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Price ceilings have been lifted from 
Canadian meat and meat products, oats 
and barley. Subsidies on grain used for 
livestock feeding also are being removed. 
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Argentina’s merchant fleet will total 
more than a million tons when vessels 
now on order are completed. Govern- 
ment-owned ships will make up 350,000 
tons of the country’s merchant marine. 
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Colored wood is being produced ex- 
perimentally in the Spessart forest of 
Germany, in the American occupation 
zone. Wood fiber of growing trees is 
colored by injecting dyes near the roots. 
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Cable messages no longer may be sent 
“collect” from Russia. Communications 
authorities in the Soviet Union say that 
they have had to wait too long for pay- 
ment from other countries. 

ie ee 

Aid to children of war-devastated na- 
tions now is being distributed by the 
International Children’s Emergency 
Fund. Tie first shipment was three mil- 
lion pounds of powdered milk to Al- 
bania, Austria. Greece, Poland and 
Yugoslavia. Relief supplies also will be 
sent to seven other European nations 
and to China. 


oo Oo 


Telegrams may be sent from all four 
zones of Germany, beginning December 
1, to all countries except Spain and 
Japan. 

© 0° Oo 

American travelers abroad now may 

carry unlimited amounts of food in their 


personal baggage, except for a few spe- 
cific commodities. Combined value of 
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soap, butter and other edible fats and 
oils must not exceed $5. The combined 
value of those items, plus meat and 
meat products, cannot exceed $50. 
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Coal production on Norway’s arctic 
island of Spitsbergen is increasing so 
rapidly that it may reach 280,000 met- 
ric tons this year. With new installations 
and repairs to mines damaged during the 
war, a goal of 900,000 tons is set for 
next year. . 
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Japanese-language Bibles are being 
shipped to Tokyo from the United States. 
An edition of 150,000 copies is being 
sent because Japan has printed no Bi- 
bles since 1941. 
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A textile mill at Cebu, first in the 
Philippine Republic outside the Manila 
area, is to begin operation early next 
year with 17,500 spindles obtained from 
Japan. The project is being fostered by 
the Government as part of a program to 
decentralize Philippine industry. 
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Tin production in the Netherlands East 
Indies for 1947 is expected to reach 21 
million tons. The total output will 
amount to 18 per cent of world produc- 
tion of tin this year. 
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A trade agreement between France 
and Denmark provides for the exchange 
of goods worth $28 million over a 12- 
month period. French products include 
fertilizers, yarn goods and yarns, wine, 
brushed wool, trucks and machinery. 
Denmark is building ships for France 
and also will send to France horses, 
meat, cheese, butter, potatoes and fish. 
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Argentine peat is to be used on a 
larger scale as a substitute for coal in 
that country. Discovery of 60 million 
tons of peat of high heat value and low 
ash content has been reported in Tierra 
del Fuego. 
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Arctic weather stations are being set 
up through a three-year program under- 
taken by the Canadian Government. 
First two are on Ellesmere Island, with- 
in 600 miles of the North Pole, and on 
Cornwallis Island, near the western end 
of Barrow Strait. Both stations already 
are sending daily reports to Ottawa. 





OFFERS A LINE OF DEPENDABLE 
CONTROLS FOR VARIOUS 
INDUSTRIAL REQUIREMENTS 





The acceptance of Mercoid Controls is 
universal. There is scarcely an industry 
that is not using a Mercoid Control 
somewhere on vital applications in the 
control of temperature, pressure, liquid 
level, mechanical operations, etc. 
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The reason is based on their record ‘ 
for dependable operation and long serv- ! 
ice. They are easy to install and adjust. ‘ 
The hermetically sealed mercury g 
switches used in all Mercoid Controls j 
are dust, dirt and corrosion-proof, thus } 
assuring positive performance under ; 
all operating conditions. ' 
Herewith are brief notations of some j 
of the items in the Mercoid line. There } 
are a multitude of applications too 
numerous to mention. 
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j REMOTE STEM TEMPERATURE 

j CONTROLS 

5 For control of liquids or gases, 

2 such as air, oil, water, paraffin, 

F glue or distillate vapors and many 
other industrial applications. A 

! heavy gauge Bourdon tube is em- 

: ployed which is actuated by the 

5 expansion of volatile liquid within 

i the remote bulb. The control is 

4 equipped with convenient out side 

r double adjustments. 
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PRESSURE CONTROLS 
Available for numerous indus- 
trial applications. They are 
equipped with Bourdon tubes 
and have outside double adjust- 
ments which eliminate guess- 
work when setting controls. In- 
dicators show the operating 
range on the calibrated dial. 
Available in many pressure 
ranges for direct or remote con- 
nections. 


Write for Mercoid Catalog No. 600A 
it contains a lot of control information. 


THE MERCOID CORPORATION 
4201 Belmont Avenue 
Chicago 41, Illinois 
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Memo from the Editors 








World Report 










How much will it cost? A dispatch on page 5 of this issue gives 
you a look inside President Truman’s plan for sending emergency aid to 
France and Italy this winter. World Report correspondents in Paris 
and Rome have dug beneath the surface of official figures to find out 
exactly what the two countries need to get by. Their account measures 
this actual need against the $642 million suggested by President Tru- 
man. It shows how much of America’s stopgap aid is going to provide 
food and fuel, and how much of it is going to combat communism. 


Stopgap aid for Britain is going to come from within Britain, not 
from the United States. Why did America decide to leave the hard- 
pressed English out of the emergency program? A London dispatch 
on page 10 tells why, and analyzes Britain’s plans for getting through 
the winter unaided. There is, you will find, a direct relationship be- 
tween Britain's troubles and the goods Christmas shoppers will find on 
American store shelves in the weeks ahead. 


Wanted by Russia: Oil. A dispatch on page 14 tells where the 
Soviet Union hopes to get the petroleum to lubricate its ambitious Five- 
Year Plan. American and British interests in Europe and the Middle 
East have a stake in this Russian campaign. Russia prefers to keep its 
industrial resources and developments secret. But in this issue, World 
Report readers will learn where the Russians are seeking oil, where they 
are finding it and—most important—how much. 


Australian bankers are fighting for their business lives. Govern- 
ment ownership is on the way. On page 25, a dispatch tells why the 
Government wants to take over the banks, and the methods the bankers 
are using to postpone the day of nationalization. 


Toys from China, incidentally, may be hard to find this Christmas. 
This is a matter of first importance, not only to the Chinese but to many 
American businessmen. From Shanghai, Joseph Fromm, World Re- 
port’s staff correspondent, tells, on page 16, just what is ailing Chinese- 
American trade. It is more than civil war and inflation. It is a situation 
that will affect business between the two countries for years. 


American bankers and businessmen, meeting in St. Louis 
recently, agreed that the financing of international trade is a major 
problem to be solved before profitable commerce among nations can 
be resumed. To give you the facts, figures and views they expressed, 
World Report, beginning on page 29, publishes the full texts of the 
experts’ addresses and the stenographic transcript of the round-table 
discussions of this subject that touches all types of business. 


The Editors of “World Report” 








Here's a Handy Way to Subscribe! 


World Report, 
Circulation Dept., 431 Parker Ave., Dayton 1, Ohio 


Please enter my subscription to World Report for one year 
and send bill to me. (U.S., its Possessions, Central and 
South America, $4; Canada & Other Countries, $5.) 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of November 11, 1947 
Volume 3, No. 20 


The Marshall Plan is finally taking form. Gist of what President Truman 
is expected to urge on Congress, at special session, is this: 
Appropriate $6% billion, probably to run from April 1, 1948, through June 
50, 1949. This would cover first year and a half of the Marshall Plan. 
Interim aid of $642 million is to keep France and Italy afloat until next April. 
Treat as gifts, as grants-in-aid, U.S. exports of consumer goods to 
certain countries in the plan. But attach to these gifts certain conditions. 
Handle on credit the capital goods to be shipped to Europe. Administration 
thus expects repayment of some of the $6% billion, perhaps half or more. 

Pledge U.S. support to Marshall Plan countries through 1951, but frankly ad- 
mit no one can see that far ahead. Put up money, thus, only for year or so now. 
Finance the program without adding to U.S. national debt. Special bond 

issue, however, might be feasible. And some tax reduction might be possible. 
set up new agency in U.S. Government to operate the plan. This is pre- 
ferred to a corporation, which might slip out from under the Government's thumb. 











Reasoning of the Truman Administration goes something like this: 

Europe is a good investment. Economic recovery, with U.S. aid, is possible. 

Guarantee of recovery, on the other hand, can't be made by anybody. But 
cost of not hélping Europe--cost to America's economic, political, strategic 
future--would be higher than dollar cost of a four-year Marshall Plan. 

A big program, wrapping in one package the major needs of Western Europe, 
is preferable to bits-and=-pieces approach. Thing is to see the whole picture. 

Full dollar cost, from 1948 through 1951, is really impossible to determine 
now. Not even the experts can predict weather, wage policies, prices, produc- 
tion, political conditions in 16 European nations and U.S. that far ahead. 

Item of $6% billion, for first 15 months under Marshall Plan, also assumes 
some help from International Bank to finance capital improvements. In addi- 
tion, Truman figure assumes stepped-up production in Western Europe, expanding 
exports, as well as fiscal reforms and restoration of value to shaky currencies. 


Strings to be attached to Marshall Plan gifts promise to be something 
new under the sun. Aim is not primarily to discourage socialization. Idea is 
to put emphasis on productive improvements. This is the way it might work: 
U.S. ships France X million dollars worth of wheat, as a conditioned grant. 
France sells wheat locally, puts francs thus earned in a Special fund. 
By agreement with U.S., or with other nations in Western Europe, French then 
use francs in building up capacity to produce, to end need for leaning on U.S. 


(over) 
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Actually, this sounds simpler than it will be in practice. One question, 
a knotty one, is how to decide which goods ought to go out as gifts, which as 
loans. Another problem is to decide which nations are eligible for grants and 
which are not. This is the sort of problem diplomats prefer to avoid. 

Ultimate use of local currencies, under this scheme, is most delicate 
issue of all. How far could U.S. intervene? Could decision be left to users? 





Controversy inside the Truman Administration surrounds the whole question 
of administering the Marshall Plan. Final decision is still shaping up. 

Big corporation, a European Reconstruction Corp., has some advocates. 

Big name to control everything the Government does under Marshall Plan has 
influential sponsors. Proposal seems to be to appoint a junior President. 

Some want to give the State Department the whole job, some would keep 
State out of it as much as possible. President Truman is making up his mind. 

Probable outcome is a new agency, but one that uses existing machinery of 
Government, both at home and abroad, on pattern of old Lend-Lease Administration. 











Congressional version of Marshall Plan is expected to be different from 
Truman version on major points. As of now, situation lines up as follows: 

On money, direct appropriation may not exceed $5 billion for 1948. 

On grants, disposition will be to attach more conditions than Truman would. 

Financing of program is to run into heavy snarl over U.S. budget, tax cuts. 

Question of administration is to unleash several pet ideas of Congressmen. 

There is just a chance, nevertheless, that Congress will vote on Marshall 
Plan before Christmas. An early vote might keep the issue out of 1948 cam- 
paign, which would please both Democrats and Republicans. | 














For the moment, the spotlight is on France and Italy, where economic 
recovery and political chaos seem to be running a race, neck and neck. What 
worries Truman advisers as much, however, is whether Britain can make the grade. 

Key is Britain's ability to reduce costs of production. Trend is up. 

Wage increases are reflected in higher prices for coal. This in turn sends 
costs spiraling upward in coal-using industries, which is most of then. 

Export industries, like textiles, can't compete on high-cost basis. Thus, 
rayon yarn from America, for example, undersells British yarn by 16 per cent. 

It is this question of productive efficiency that is back of U.S. uncer- 
tainty about Britain's future. This prompts advice to British to work harder, 
longer, without wage increases, without more excursions in nationalization. 

Maneuvers toward nationalization of steel industry are thus likely to stir 
up criticism in Congress. Steel nationalization, it turns out, is really what 
is back of Labor Government's plan to trim power of the House of Lords. 

In theory, all agree that what British do about House of Lords, or their 
Steel industry, is their own business. But theory and practice sometimes differ, 











American worries about Europe are matched by European worries about U.S. 
High prices of U.S. goods get blame for a big share of Europe's troubles. 
Marshall Plan countries say they wouldn't be in such deep trouble now if 

rising U.S. prices hadn't reduced the value of the few dollars they had left. 
This puts American prices alongside war and weather as major problems. 
What Europe asks, thus, is not only dollars, but stable ones. 
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Reported 


France and Italy can get 
through the winter on at least 
$100 million less than the $642 
million proposed by President 
Truman for emergency aid from 
America. 

Actual needs are figured at 
something close to half a billion 
dollars. 

The United States Congress 
may decide to vote more than 
that minimum sum in order to 
strengthen the non-Communist 
governments in both countries. 


President Truman’s request for $642 
million in emergency aid for France 
and Italy is considerably higher than 
expert estimates of how much both 
countries require just to keep going as 
they are now. 

How much help the United States 
will give France and Italy for emergency 
use is to come out of the special session 
of Congress. Congressional committees 
are making a start by comparing these 
figures: 

President's estimate of $357 million for 
France and $285 million for Italy gives 
virtually the same figures as those finally 
submitted by the governments of the two 
countries. But the President expects to 
get more for the money than the two 
European governments are willing to 
guarantee. 

With this much money, say the Presi- 
dent’s advisers, the French and Italian 
governments should be able to improve 
conditions in both countries. Food ra- 
tions ought to be increased. Production 
should rise. Existing regimes based on 
free elections should be able to hold out 
against Communist pressure from the 
extreme left and against would-be dic- 
tators on the extreme right. 

French rations of 7 ounces of bread a 
day, say American experts, can be main- 
tained through June with average im- 


ports of 122,000 tons of wheat a month. 
This assumes the use of some existing 
stocks and the collection of most of 
the harvest from farmers now hoard- 
ing grain. An additional 50,000 tons 
of imports a month, which the Presi- 
dent’s estimates provide for, should en- 
able France to increase rations up to 
9 ounces a day. 

French officials, on the other hand, 
say that the best they might do with im- 
ports of 175,000 tons of grain a month 
is to maintain present rations. They are 
reluctant to use 225,000 tons of wheat 
from their existing stocks. They fear 
that they may need this margin of safety 
if grain shipments are delayed. 

Italian industry, as Americans judge it, 
should be able to boost production with 
about 600,000 tons of coal from the 
United States each month. This amount 
of U.S. coal, with coal from the Ruhr, 
Belgium and Poland, would give Italy 
close to her prewar imports. 

But Italian officials are asking more 
than 600,000 tons of coal from America 
just to maintain current output. They 
argue that imported coal now is of 
poorer quality than before the war. 
They say that their factories are less ef- 
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DE GAULLE POSTER 
Politics play a part in stopgap aid 








COST OF STOPGAP HELP FOR EUROPE 


from PARIS, ROME and WASHINGTON 


ficient now, because of war destruction 
and deterioration. 

French and Italian estimates of the 
money they need are down to the Presi- 
dent’s figures only as a result of long 
negotiation. Both the French and Italian 
governments insist there is little margin 
for safety in the Truman estimates. 

“France originally asked for 200,000 
tons of wheat imports each month,” 
cables William H. Lowe, World Report 
staff correspondent, from Paris. “It took 
prodding from Washington to bring this 
figure down. Even now the French doubt 
that they can raise rations on the amount 
of dollars that the President proposes.” 

“Italian officials say that, even if the 
United States provides the dollars, it 
will be hard for Italy to meet existing 
rations,’ radios John W. Mowinckel, 
World Report staff correspondent, from 
Rome. “Wheat is short everywhere. The 
Italians hope to use some dollars to get 
additional wheat from the Argentine.” 

Middle estimate on the minimum 
amount of stopgap dollars needed by 
France and Italy would run about $580 
million. This is $62 million less than the 
President's estimate. But it provides for 
the purchase of enough grain and other 
imports for both countries to increase 
their food rations. 

Rock-bottom estimate sent to the Pres- 
ident by experts of the U.S. Govern- 
ment was $513 million. This was calcu- 
lated to permit both France and Italy to 
keep up existing rations and maintain 
industrial output at the current rate. 

All experts concerned agree that 
France and Italy might be able to get 
along with less than $500 million in 
emergency assistance. At this level, how- 
ever, the two countries might be too 
weak politically to survive the dangers 
ahead. 

@ The risks to be run by both govern- 
ments are leading them to stretch what 
aid they can get as far as they can. 

Pressure from Russia, which is com- 
bating the Marshall Plan for European 
recovery, is expected to be concentrated 
on the governments of France and Italy 
this winter and spring. Coal from ‘ Po- 
land and wheat from Russia are being 
used to lure the French and the Italians 
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-WHY WHEAT IS SCARCE IN FRANCE AND 


The Drop in Per Capita Production 


a 


Prewar-420 Ibs. 


1946-363 Ibs. 


1947-202 Ibs. 


Prewar-393 lbs. 


1947-225 Ibs. 


away from their governments, which 
support the Marshall Plan. 

Communist opposition within France 
and Italy is strong. Reports from Paris 
say that French Communists may per- 
suade the miners to strike, thus increas- 
ing France’s dependence on coal imports. 
Rome dispatches say that Italian Com- 
munists may resort to violence if 
they think they can overthrow the 
non-Communist Government by such 
methods. 
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Inflation is threatening France. Sooner 
or later the franc is to be devalued. 
Trouble is that Communists or anti- 
Communists may upset the Government 
before fiscal reforms can be carried out. 

Italy now is enjoying a sudden drop 
in prices. But inflation may return. 

Congressional delay, either in approv- 
ing emergency aid or in acting on the 
Marshall Plan, is a possibility. For this 
reason, governments in Paris and Rome 
are nursing their stocks of grain, coal, cot- 
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ton, fertilizer and other imported mate- 
rials anticipating another gap in U. S. aid. 
q) Margin of safety that Congress leaves 
in President Truman’s figures for emer- 
gency aid to France and Italy will be 
examined closely throughout the world. 
Western Europe is watching to see 
how tight Congress keeps U.S. purse 
strings when money is wanted to check 
communism in Europe. Russia’s strategy 
in her effort to wreck the Marshall Plan 
may be altered by Congress’ decisions. 
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CAUSE OF FRENCH HUNGER: 
FAILURE OF FARM POLICY 


Reported from PARIS 


The French people are facing 
hunger this winter because. of a 
Government farm policy that did 
not work. 

Once almost self-sufficient in 
food, France finds itself begging 
for grain throughout the world. 
Bad weather is partly responsi- 
ble, but it becomes increasingly 
evident that faulty planning has 
made the situation much worse 
than it might have been. 

Largely as a result of Govern- 
ment miscalculation, there is less 
bread for the French now than 
when the Nazis occupied their 


country. 
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France has been transformed from a 

food-rich to a food-poor nation. The 
wheat crop, the country’s mainstay, is 
the smallest since 1815, when there 
were many millions less mouths to 
feed. Frenchmen who puzzle over 
how it all happened are finding that 
this year’s bad weather explains only 
part of the story. 
@ Agricultural position of France in 
peacetime has always been strong. The 
country raised virtually all the wheat it 
needed. The crop averaged 8,050,000 
tons a year between 1930 and 1939. 

In sharp contrast is the 1947 wheat 
yield, now estimated at only 3,200,06%: 
tons. This is considerably less than half 
the amount required to feed the nation. 
@ Responsibility for the extent of this 
years crop disaster rests jointly with the 
Government and wheat farmers. They 
set the stage. 

The wheat lands had shown their 
ability to come back after the war. Crops 
rose from 4,247,000 tons in 1945 to 
6,568,000 in 1946, when more than 80 
per cent of the prewar acreage was sown. 

But for the current crop, farmers 
seeded almost a million fewer acres. 


There was no margin against heavy 
losses. When bad weather struck, it was 
disastrous. 

| Government’s part in bringing about 
the dangerous reduction in acreage is 
shown by Paris dispatches to be a prod- 
uct of conflicting policies. 

Controlled prices forced the farmer to 
take the lowest return in years for his 
wheat. In terms of gold francs, he was 
getting less than at any time since 1895. 
Prices allowed for other crops were more 
attractive. 

Inflation, meanwhile, was _ sending 

prices even higher on nonrationed goods 
that the farmer needed. This led the 
farmer to mistrust the currency the Gov- 
ernment would give him for wheat. 
@ Farmer's reaction was that it was not 
profitable to plant wheat when the price 
did not come up to what he thought 
it should. 

Different crops, accordingly, were put 
in. Controlled prices on oats, barley and 
corn promised a better return. 

Diversion of wheat for livestock feed 
increased. Herds and flocks offered the 
farmer a hedge against inflation, en- 
abling him to keep a part of his wealth 
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in stock on the land. Moreover, poultry, 
eggs and meat would bring more on the 
black market than the Government 
would pay for the grain that went to 
produce them. 
@ New program that the Government is 
putting into effect is designed to remedy 
matters in time to get greatly increased 
production for 1948. According to Paris 
reports, it has these main features: 
More acreage. Area sown in wheat 
must equal the 1937-39 average on each 
farm. Tax penalties will be imposed on 
farmers who sow less than the minimum. 
Higher prices. Wheat growers are to 
get 91 per cent more money for their 
crops than last year. Taxes on the farm- 
er’s profit from the crop have been cut. 
Stricter control. Delivery regulations 
are tightened. Threshing contractors are 
responsible for an exact report on the 
amount of grain threshed for each farm. 
@ Effectiveness of the program will de- 
pend on how well the French farmer re- 
sponds. Given normal weather, a large 
wheat crop next year is possible. But the 
compulsory features of the plan do not 
sit well with the growers. Compulsory 
reports on threshing resemble the un- 
popular rules that were enforced during 
the German occupation. Forced deliv- 
eries also irritate the farmer, who has had 
long experience in outwitting the Nazis 
who demanded the same thing. The 
Government will have to find ways of 
overcoming these and other objections 
before it can rely on the wholehearted 
co-operation from the farmer necessary 
to restore France's farm production. 
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HIGH PRICE OF WHEAT 
AS BARRIER TO RECOVERY 


Reported from PARIS, WASHINGTON and LONDON 


The high price of American 
wheat is causing serious trouble 
all over the world. 

It is hastening financial crises, 
delaying European recovery and 
raising the cost of living in coun- 
tries already weakened by infla- 
tion. 

High wheat prices are compli- 
cating the job of world recovery 
so much that administration offi- 
cials in Washington want the 
two problems handled as one. 
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Inflation in the United States is 

jolting the world harder than inflation 
anywhere else. That’s because the 
world now has to buy so much of 
what it needs in America. The most 
important item is wheat. 
@ Rising price of American wheat is 
adding steadily to the financial burdens 
of the world’s food-importing countries. 
The impact is world wide. 

Crisis in Europe has arrived months 
before it was expected. One of the big 
reasons is inflation in America, espe- 
cially the steep rise in the price of grain. 

Loans and credits that were calcu- 
lated to carry Europe well into 1948 
have evaporated months ahead of time 
under the necessity of laying out ever 
larger amounts for imported food. 

The accompanying chart illustrates 
what is happening. Figures in Paris 
show that, in the last three months of 
1946, France, Italy and Western Ger- 
many imported 476,000 long tons of 
wheat from America at a cost of about 
$41 million. The same quantity in the 
comparable period of 1947 would cost 
nearly 39 per cent more. The story is 
the same in nearly every country that 
depends on American grain. 

Actually, the expense will be much 
larger than indicated in the chart. Not 
only is the price of wheat higher, but 
Europe must try to import more because 
of its own severe crop failures this year. 
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Latin America’s dollar troubles are 
growing more acute partly because it 
has to pay more for North American 
wheat. Both Brazil and Mexico depend 
on the United States for the bulk of 
their wheat. Both are having to cut 
down on other imports. 

In Japan and Korea, the higher price 
of wheat is adding millions of dollars to 
the cost of occupation. In Washington, 
President Truman warned recently that 
extra funds will have to be granted this 
year to take care of the added expense. 

American wheat for Japan and Korea 
cost $56 million in the last half of 1946. 
The cost jumped to nearly $65 million 
in the first half of 1947. For the last six 
months of 1947, it will probably top 
$100 million. Part of the increase is a re- 
sult of larger shipments. But higher 
prices are adding millions to the bill. 

India also is feeling the squeeze of 
high prices of United States wheat. The 
new Dominion is importing much less 
American wheat now than it was at this 
time last year. But the cost to India in 
dollars probably will be about the same. 
@ Strain caused by wheat prices in the 
United States is putting a brake on 
world recovery. The effects are striking 
deep into national economies. 

Industrial production in many coun- 
tries is being held down. Money origi- 
nally set aside for fuel and machinery 
now has to go for wheat. Governments 
tend to feel that production, in a pinch, 
can be postponed. But food imports 
can’t. Political fortunes of governments 
often rise and fall with the bread ration. 

Inflation goes hand in hand with the 
failure to produce. Because output is 
low, there are not enough goods to go 
around. For the little that is produced, 
there is a tendency everywhere to bid 
up the price, higher and higher. That’s 
what is happening in most of Europe 
now. 

Home-grown food also is affected by 
the lack of consumer goods. Farmers in 
Europe have lost much of their incentive 
to produce. They see little point in sell- 
ing their crops for money that won't 
buy what they need. So the city dwellers 
of Europe still have to look to America 
for food that normally would come from 
their own countrysides. 


What the 476,000 tons of U.S. 
wheat France, Italy and Western 
Germany bought last autumn 
would cost at today’s prices. 
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Relief from high prices for American 
wheat cannot be found by most coun- 
tries by trying to buy from other sources. 
The United States is by far the biggest 
exporter. Grain from other producing 
countries is either extremely expensive 
or is tied up by long-term trade agree- 
ments. 

Argentina is slowly parceling out 
wheat. But the trade is a monopoly of 
the Argentine Government, which often 
charges as much as twice the U. S. price. 
In addition, Argentina frequently wants 
payment in dollars. 

Nearly all Canada’s wheat goes to 
Britain under a four-year agreement. 

Australia sells at U.S. prices but pro- 
duces a relatively small proportion of 
the world’s exports. 


ON U.S. WHEAT FARM 








Ss: G 





June 


$ 3.25 
$ 3.00 
$2.75 
$ 2.50 
$2.25 
$ 2. 

$ 1.75 
$ 1.50 


End of 


eR A 
: hte RK te” 
gps ss RE > me 
‘ 


2 


>: Governments abroad may not have enough 


qj Unexpected effects of the inflated 
price of America’s wheat are beginning 
to crop up here and there in American 
trade, both international and domestic. 

Import restrictions on U.S. goods are 
being tightened up all over the world. 
Because they must spend more dollars 
trying to keep up with the price of wheat, 
many countries find themselves with 
fewer dollars to spend for other things. 

U.S. exports already are feeling the 
effects of the trade barriers that the high 
price of wheat is helping to create. Ship- 
ments abroad have been declining in 
recent months. Many ‘countries are 
forced to reduce their purchases of 
American autos and trucks, office equip- 
ment and hundreds of other items. They 
must conserve their slender stocks of 
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left over for movies and cars after the 


gold and dollars so there will be enough 
to pay for wheat imports. Some are even 
forced to cut back on such essentials as 
coal, petroleum and machinery. 

The wheat boom has enriched many 
farmers in the United States, but has 
penalized others. Those who raise wheat 
and other grains are prospering more 
than ever before. However, growers of 
tobacco and fruit are in a slump. Before 
the world’s dollar shortage became 
acute, they had enjoyed a profitable ex- 
port trade. Now few countries can af- 
ford to spend many dollars for U.S. 
fruit and tobacco. Britain, normally one 
of the biggest customers, has announced 
the suspension of virtually all purchases 
of food and tobacco from the U. S. 

Exports of American motion pictures 


Copyright, 1947, by World Report (Photo from USDA) 
groceries are bought 


to Britain also have been suspended, an 
indirect result of the dollar shortage. 
Hollywood fears that, to save dollars, 
other countries also may cut back im- 
ports of U.S. films. Like many a house- 
wife, governments are trying to figure 
out whether there will be enough left 
over for the movies after the groceries 
are bought. 

@ The lesson that inflation in the United 
States handicaps world recovery has 
been learned the hard way in Washing- 
ton. That is the real significance of the 
fact that President Truman has called 
Congress into emergency session to con- 
sider both aid to Europe and high prices 
at home. Experience of the past 18 
months has shown that the two problems 
are inseparable. 
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Search for new markets abroad 
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BRITAIN’S GOLD RESERVE: 


CUSHION AGAINST COLLAPSE 


Reported from LONDON and WASHINGTON 


Great Britain can squeeze 
through the winter without 
emergency aid from the United 
States. 

Substantial reserves of gold, 
lacking in France and Italy, are 
cushioning the British crisis. 
Belt-tightening measures already 
adopted are intended to keep 
Britain going without new Amer- 
ican help. 

But further cuts in living stand- 
ards will have to be enforced 
next spring if Marshall Plan aid 
is not in sight by then. 


o 0 9 


@ Britain’s gold reserves are being 
drained at a dangerous rate. Gold and 
U.S. dollars in the Bank of England 
provide backing for the currencies of 
Dominions and colonies as well as the 
United Kingdom. For the first time 
since 1941, when Lend-Lease began, 
Britain is being forced to draw on 
these reserves. 

Reserves are being used, among other 
things, to pay for a third of Britain’s im- 
ports of food, industrial materials and 
consumer goods. Withdrawals, including 
those of the Empire, run at a rate of 
$70 million a week, according to Chan- 
cellor of the Exchequer Hugh Dalton. 

Holdings of gold and U. S. dollars now 
are estimated at $2,100,000,000. New 
acquisitions, totaling about a billion dol- 
lars, are in sight for this winter from 
South Africa, the remnant of the U.S. 
loan and International Monetary Fund. 

The drain on these holdings of $3,100,- 
000,000 i; to be reduced by boosting ex- 
ports and cutting imports. Under this 
program, recently tightened up by Sir 
Stafford Cripps, Economics Minister, 
withdrawals are to be reduced to about 
$20 million a week by the end of 1948. 
The goal is a reserve by Jan. 1, 1949, of 
at least $1,080,000,000, the minimum 
needed for financial stability. 


As a result, roughly $2 billion in gold 
and U.S. currency is to be available to 
Britain to finance its essential trade. dur- 
ing the next 14 months. If the present 
drain of $70 million a week were to con- 
tinue, this sum would last less than seven 
months. 

The immediate objective, therefore, is 
to reduce the drain rapidly this winter. 
If the goal is to be met, no more than 
$45 million a week can be expended dur- 
ing the next five months and no more 
than $25 million a week during the rest 
of 1948. By March 31, imports must be 
cut almost a quarter, and exports must 
be boosted about a third. 

Difficult though this task will be, even 
its achievement will not rescue Britain 
from financial straits. Charles H. Kline, 
World Report staff correspondent in Lon- 
don, cables that Sir Stafford Cripps is 
inspiring confidence by stating that his 
calculations are designed to get Britain 
through without American aid, if neces- 
sary. But Sir Stafford’s own figures show 
that Britain must have the definite as- 
surance of Marshall Plan aid by next 
spring to continue along present lines. 
@ Without American aid, and facing the 
prospects of a dollar deficit of $20 mil- 
lion a week in 1949, Britain would be 
forced to increase austerity measures 
next spring. The export-import program 
would have to be revised to produce a 
dollar balance in Britain’s trade by the 
end of 1948. Further import cuts would 
have to be made. Not only food, but pur- 
chases abroad of raw materials would 
have to be reduced. 

@ With American aid, the British could 
look forward to progressive improvement 
in living conditions. But Britain’s prob- 
lems would not be over. 

The aid scheduled for Britain under 
the Marshall Plan would stop the drain 
on Britain’s gold reserves. It would make 
further import cuts unnecessary. Some 
purchases of food and raw materials. 
now suspended, could be resumed 
next summer. 

Export increases ordered so far by 
Britain's Labor Government total $1,668, - 
000,000 a year, more than a third over 
the volume achieved so far this year. 
Exports now are running at 114 per cent 
of the 1938 volume. The goal is to reach 
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143 per cent by March 31 and 164 per 
cent by the end of 1948. If this could be 
achieved, which many doubt, Britain’s 
over-all trade would be balanced by the 
end of 1948. 

A dellar deficit would still exist, how- 
ever, even though total exports would 
equal total imports. About two fifths of 
Britain’s purchases abroad are made in 
countries where dollars must be paid. 
Only one fifth of Britain’s exports go to 
these countries and earn dollars. 

If currencies were convertible, as they 
were before the war, the British would 
be out of their worst difficulties by the 
end of 1948. As it is, even with an over- 
all balance of trade, the British face a 
dollar deficit at the end of 1948 of 
$20 million a week, or about one billion 
dollars a year. They will have a surplus 
equal to one billion dollars a year in 
sterling and other currencies, but this 
will not help them. 

The Marshall Plan, as drafted now for 
submission to Congress, provides $2,200,- 
000,000 for Britain next year. About 
half of this, or more, will be required 
to cover the dollar deficit left by the 
present export-import program. The re- 
mainder can be applied to restore some 
of the imports now suspended. 

Import cuts made since last summer 
amount to $1,576,000,000 a year, almost 
one fourth the total purchases abroad 
originally planned. With prices rising, 
these goods probably will cost sub- 
stantially more next year. Prospects, there- 
fore, are that Marshall Plan aid at most 
will permit Britain to restore less than 
two thirds of the suspended imports and 
then only if the export program succeeds. 
@ Higher living standards for Britons, 
as a result, can come only after a long 
struggle, even with the Marshall Plan. 
Not only must more goods be produced 
and exported, but the direction of Brit- 
ain’s trade abroad must be changed. 

Purchases abroad must be shifted in 
part from dollar countries of the Western 
Hemisphere to nondollar countries else- 
where in the world. Sales abroad must be 
shifted from nondollar to dollar countries. 
Harold Wilson, president of the Board 
of Trade, is urging British businessmen 
to try to sell more goods in America’s 
western and midwestern cities, in Canada 
and Australia. 

But there are limits to this program. 
Britain’s main sources of food and raw 
materials will remain in the Western 
Hemisphere. Britain’s main markets will 
remain elsewhere. In the long run, as a 
world workshop, Britain can expect real 
prosperity only when it can apply its 
export earnings in nondollar countries 
against its purchases in the dollar area, 
when European recovery again makes 
curriencies convertible. 

American aid for the rest of Europe, 
as a result, is as important for the British 
people as is American aid for Britain 
itself. 





LastDitch Assets of Three Countries 


(Estimated gold and dollar reserves 
available as winter draws near) 
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Argentinas Government is 
showing signs of turning the 
country’s export-import business 
back to private operators. 

New tactics, designed to win 
the favor of businessmen and 
farmers, are replacing the earlier 
policy of playing up to labor 
while moving into the field of 
private business. 

Changes may be only on the 
- surface, however. Basic policy 
of skimming the cream off export 
profits for the Government is 
likely to continue for the present. 
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The Argentine Government, with a 
congressional election coming up ear- 
ly next year, is developing new eco- 
nomic tactics to strengthen its support 
among businessmen and farmers. Ber- 
nard S. Redmont, staff correspondent 
of World Report, reports in a dispatch 
from Buenos Aires: 


“The Administration of President Juan 
D. Perén is going out of its way now to 
talk sympathetically to business and to 
talk tough to labor. 

“Fundamental changes have not ap- 
peared yet and may not appear for a long 
time. The new policy is still mostly in 
the talk stage. But businessmen now are 
hopeful that Perén will begin to take 
more advice, from them.” 

@ Dissatisfaction is widespread now 
among businessmen and farmers. 

Businessmen resent what they regard 
as the intrusion of the Government into 
the field of external trade. Argentina de- 
pends on markets abroad for a large part 
of its farm production. It is a heavy im- 
porter of manufactured goods. Export- 
ing and importing, thus, play big roles 
in the economic life of the country. 

Private businessmen formerly handled 
Argentina’s trade with the outside world. 
But under Peron and his economic chief, 
Miguel Miranda, the Government moved 
into this field. Miranda set up a Govern- 
ment trading agency, the Argentine In- 
stitute for the Promotion of Trade (IAPI). 
This agency has been the sole exporter 
of most of Argentina's farm products. 
It has bought trucks, business machines 
and other manufactured equipment 
abroad on a big scale and has refused 





A FIRMER LINE WITH LABOR 


~World Report 


President Perdn (left) and his labor chief Hernandez expected more 
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EASING CONTROLS ON ARGENTINE BUSINESS 


Reported from BUENOS AIRES 


import licenses for competing equip- 
ment. 

Many businessmen who had expected 
to make big profits out of the postwar 
boom in trade have been reduced to the 
status of executing Government orders 
for small fees or have been frozen out 
entirely. 

Businessmen are critical, too, because 
they believe that the [API will end the 
year with only a small profit, or even with 
a loss. It is generally believed that the 
IAPI’s ventures into the importing field 
have been unsuccessful and that the 
IAPI’s exports have netted less than had 
been expected. 

Businessmen also feel slighted because 
the Government seldom has sought their 
advice on commercial policies. 

Farmers resent the Government's price 
policies. During the war, when shipping 
was short, farmers had hard sledding. 
They burned hundreds of thousands of 
tons of grain as fuel because an outlet 
was lacking. 

Farmers expected to make good their 
wartime losses through profits on post- 
war exports. Instead, the Government 
took over the export business. It has been 
buying farm products low and selling 
them high. Until recently, it was paying 
farmers about $1.35 a bushel for wheat 
that it sold abroad for $5 or more. 

Result is that the IAPI, rather than the 
farmer, is reaping the profits on most 
agricultural exports. Farmers have shown 
their resentment by holding protest meet- 
ings, by holding their grain off the market 
and by cutting down crop acreages. Main- 
ly as the result of the Government's 
policies, farmers have planted only 13,- 
700,000 acres of wheat this season, 
against 16,400,000 acres last season. 

Labor's failure to produce at the rate 
the Government had expected also is 
partly responsible for the policy shift. 
Peron began to cultivate labor’s support 
two years ago, when he was influential 
in the Administration of President Edel- 
miro Farrell. He brought about pay in- 
creases and the enactment of social 
security measures. After becoming Presi- 
dent, he continued policies designed to 
strengthen labor’s support. 

Peron expected labor to produce more 
as the result of its increased benefits. 
Instead, production has slumped. Some 
Government sources estimate the decline 
as high as 40 per cent. And Argentina, 
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with a Five-Year Plan of industrializa- 
tion and an accumulated demand for 
goods, needs high production. 

Against this background, World Re- 
port's correspondent in Buenos Aires sup- 
plies the following information on signs 
of a policy change: 

q@) New tactics of the Government, al- 
though still largely conversational, are 
beginning to become apparent. 

Toward businessmen, the Government 
is showing a friendlier attitude. A prom- 
inent grain man has been induced to 
take an important position in the IAPI. 
Peron has talked secretly with members 
of the Buenos Aires Stock Exchange and 
with other business groups, assuring them 
that the Government has decided to give 
private enterprise freer range. This senti- 
ment has been echoed in the U.S. by 
Ambassador Oscar Ivanissevich, who has 
said that economic controls gradually 
will give way to free enterprise. 

Government sources have dropped the 
hint that the [API will go out of busi- 
ness, allowing private interests once more 
to handle exports and imports. Already 
IAPI has handed the exporting of cheese, 
casein and certain hides and skins back 
to private interests. 

Prices paid farmers for wheat, rye and 
oats now have been raised by the Gov- 
ernment. On wheat, the increase is about 
25 cents a bushel. Price increases have 
come too late to stimulate larger plant- 
ings. They may make farmers more will- 
ing to speed up the marketing of their 
crops, however, and they are expected to 
reduce farmers’ resentment toward the 
Government. 

Toward labor, the Administration has 

stiffened its attitude. Where formerly the 
Government often sided with strikers 
seeking higher pay, the emphasis now 
is on higher production. Aurelio Her- 
nandez, head of the Government-con- 
trolled General Confederation of Labor, 
is condemning strikes and “excessive” 
demands and is urging workers to pro- 
duce more. 
q] Future pattern of the Government's 
policies is not yet clear. The Government 
may not even have worked out the pat- 
tern in detail, may change its tactics 
from time to time to meet developments 
as they arise. The trends now becoming 
apparent, however, indicate the probable 
course of future policies: 

The Government may go out of the 
importing business, except for the buy- 
ing of items for its own use. 

The IAPI may be abolished if its 
balance sheet at the end of the year looks 
too unfavorable. If this happens, how- 
ever, some other agency is likely to re- 
place the IAPI, for the Government is 
believed unwilling to withdraw com- 
pletely from the export field now; it needs 
the profits from grain sales abroad at 
high prices to finance President Perdén’s 
Five-Year Plan. Later, when the world 
shortage of food eases and profits de- 
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cline, the Government may turn the ex- 
porting business back to private opera- 
tors. 

In its policy toward farmers, the 
Government will continue to hold prices 
far below actual values. It may, how- 
ever, make occasional concessions in 
order to stimulate production and to 
check unrest. 

The Government will continue to urge 
labor to produce more and to strike less. 
This policy, however, is not likely to be 


pushed so far as to alienate labor's sup- 
port, because labor is the backbone of 
Perén’s political strength. 

Drastic changes in policy, thus, are 
not expected. Instead, the Government 
is likely to make gradual shifts here and 
there as it attempts to broaden and 
strengthen its base of popular support. 
The over-all result, however, will be a 
further withdrawal by the Government 
from the fields traditionally belonging 
to private business. 
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CLUES TO RUSSIA’S OIL SHORTAGE 


Reported from WASHINGTON, MOSCOW, VIENNA and TEHRAN 


Russia is not getting the oil it 
has been counting on from out- 
side its borders. 

Deliveries from oil fields in the 
satellite countries are turning out 
to be disappointing. The United 
States has closed off oil sales to 
Russia. And now Iran has re- 
jected an oil concession sought 
by Moscow. 

The result is an oil shortage 
much more severe than Russian 
economists foresaw. The only 
real cure in. sight is increased 
production at home. 
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@ Russia’s oil supply, never abun- 
dant, is being held down by the dwin- 
dling output of fields in Eastern Eu- 
rope. The situation there is shown in 
dispatches reaching Vienna from 
countries in which Russian censor- 
ship does not apply. The reports dis- 
close these important clues to the 
secret of Russia's oil supply: 

Satellite countries will not be able this 
year to equal the 22 million barrels of oil 
they sent to Russia in 1946. Last year, 
oil fields in these countries were worked 
at capacity. Drilling for new wells was 
neglected. Now the Russians are having 
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to pay the price of these short-sighted 
methods, even though they still are get- 
ting upwards of 60,000 barrels daily 
from Eastern Europe. 

Eastern Austria, under Soviet occupa- 
tion, is producing 15,000 barrels of oil 
a day, 3 per cent less than last year’s 
rate. 

Hungary is yielding 12,200 barrels a 
day, a drop of 2,000 barrels from last 
year s rate. 

Romania, which has the richest oil 
fields in Europe now produces 70,000 
barrels a day, compared to 86,000 a year 
ago. Russia takes more than half of 
Romania's oil, partly as reparations pay- 
ments. 

Eastern Germany probably is supply- 
ing Russia with a small quantity of gaso- 
line from synthetic plants. 

The oil shortage revealed by figures 
on satellite production pinches Russia 
even harder than the simple arithmetic 
indicates. Demand for oil in Eastern Eu- 
rope is rising steadily as war-damaged 
factories get back into production. Each 
increase in use of oil in Eastern Europe 
leaves less for shipment to Russia. 

Outside Europe Russia’s search for oil 
also is being frustrated. 

The announcement in Tehran that 
Iran will not grant Russia a concession 
for oil in the northern provinces on terms 
submitted last year is more a moral set- 
back for Russia than an actual loss of 
oil. The area covered by the proposed 
concession has never produced petroleum, 
but geologists think it would repay pros- 
pectors. The territory is a short water 
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RUSSIA’S BIGGEST AND OLDEST: The Baku 
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haul across the Caspian Sea from Russian 
refineries at Baku. Current attacks in the 
Soviet press on Prime Minister Ahmad 
Qavam of Iran indicate that the Russians 
have not lost interest in Iranian oil. They 
may come back with new terms. 

American oil is also being denied to 
the Russians. The quantity involved is 
not large, but it is important to the 
Soviet Union: Until Washington stopped 
granting export licenses, the Russians 
bought about three million barrels an- 
nually on the Pacific coast for their 
Siberian fishing fleet and Arctic out- 
posts. 

@ Russia’s home production of oil has 
to fill the gap left by the drop in im- 
ports. Information in Washington about 
Russia's oil prospects indicates that the 
task will not be easy. 

@ Oil output in Russia is increasing 
gradually, but the question is whether it 
can keep pace with the growing appetite 
for oil of Russia's factories and mech- 
anized farms. Thus far, the Russians have 
announced in Moscow, their oil industry 
is exceeding planned output. 

Russia's oil fields last year produced 
at the rate of 457,000 barrels a day, a 
12 per cent increase over the output 
in the previous year. This year, produc- 
tion has increased again, to an average 
of about 500,000 barrels a day. If the 
goals called for in Russia's Five-Year 
Plan are to be met, oil output will have 
to reach almost 700,000 barrels a day in 
1950. This goal, however, is almost a 
third lower than those set in Five-Year 
Plans before the war. 
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oil fields show signs of wear and tear 
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The Baku field, Russia’s biggest and 
oldest, is losing production steadily. 

Baku now accounts for less than 60 
per cent of Russia’s total oil output, com- 
pared to 71 per cent in 1940. American 
experts attribute the drop to insufficient 
prospecting for new wells, shortage of 
materials and equipment, and unwise 
production methods. Baku production 
now is above goals set in the Five-Year 
Plan, but is not expected to reach pre- 
war levels. 

The Maikop-Grozny area, also in the 
Caucasus, was stripped by the Germans 
and now is far below its prewar output. 
Betore the war, these fields accounted for 
16 per cent of Russia's production. In 
1945, their share had fallen to 7 per cent. 
They gradually are being restored, but it 
is doubtful that they will be as important 
as they once were. 

New fields are relied upon by the Rus- 
sians to make up for declining production 
in the Caucasus and for the drop in oil 
imports. 

Biggest of the new areas are between 
the Volga River and the Ural Mountains 
and in the Kama River region to the 
northward. Important production did 
not begin there until 1944. Since then, 
towns have mushroomed throughout this 
vast triangle of territory. A pipe line links 
the Saratov gas fields, on the Volga, to 
Moscow, 500 miles away. Other pipe 
lines in the territory carry oil from re- 
mote wells to centrally located refineries. 
These new oil-producing areas, together 
known as the “second Baku” have first 
claim on whatever drilling rigs, pipe and 
other equipment Russia produces. 

The Emba fields, just north of the Cas- 
pian Sea, are another petroleum source 
that the Russians are expanding. These 
fields produced 15,000 barrels a day last 
vear. By 1950 they are scheduled to 
produce more than 23,000 barrels a day. 

The Russians also place great hopes 
in new Asiatic fields. Across the Caspian 
Sea from Baku, the Turkmen fields are 
being developed. Farther inland in Cen- 
tral Asia are new oil areas in the Uzbek, 
Tadzhik and Kirghiz Soviet republics. 

Other plans call for Leningrad to re- 
ceive gas from shale deposits in Estonia 
and for Kiev to be supplied by a pipe 
line from the Galician fields. 

A severe shortage of steel is the most 

important single factor holding down oil 
production in Russia. Like the U.S., Rus- 
sia has ample oil reserves underground. 
The trouble centers in shortages of oil 
field equipment, of pipe and of transpor- 
tation to carry the oil to market. 
@ One basic fact is cited by Washing- 
ton officials to put these clues to Russia’s 
oil secrets in proper perspective. That 
fact is the spread between oil production 
in Russia and in the United States. Rus- 
sia this year will produce about 182 
million barrels of oil. America will pro- 
duce more than 10 times that much—an 
estimated 1,969,000,000 barrels. 
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To our CoLteaguse sieasecentisn dees. 


Most people think of brass tube as a mill 
product with a great many important in- 
dustrial uses. It is regularly used to carry 
water and other liquids, to make parts of 
machines and appliances, railings, han- 
dles, and so on. Yet it also can be a 
musical item, in door chimes, and the 
story of its development for that pur- 
pose is an unusual one. 


When electric door chimes appeared, 
it became evident that here was an en- 
tirely new requirement for brass tube — 
that it produce a pleasing tone when 
struck. The other factors that have made 
brass tube a staple, large-volume product 
for so many years, such as its rich color 
and corrosion resistance, dictated the 
choice of brass. Here, then, was the 
problem: what are 


mental note and its partials with an accu- 
racy of one cycle per second. Much new 
information was developed concerning 
the source of the tone, the manner in 
which the tube vibrates, and the changes 
in the tone produced by changes in tube 
characteristics. The net result is that 
Revere really knows chime tube, scien- 
tifically, musically, physically, and, of 
course, how to produce it. We also know 
exactly how a chime tube should be 
plugged, and where struck, and why, 
which information is of value to door 
chime manufacturers. 


As Revere contemplates the volumi- 
nous laboratory records of this work it 
realizes that interesting and important 
though it was, it is by no means a soli- 

tary example. Revere 





the causes of pleas- 
ing tone in tube, and 
how can they be con- 
trolled in the mill in 
order to supply a re- 
liably standard musi- 
cal product? 


The first step was 
purely experimental. 
Revere proceeded by 
ear. Over 100 samples 
of tubes in various 
alloys, tempers and 
gauges were hung up, 
struck, listened to, 
and preferences ob- 








has repeatedly studied 
in the greatest detail 
both new and old ap- 
plications of its mill 
products, and uncov- 
ered data of value in 
extending the life and 
usefulness of them. 
So, for that matter, 
has practically every 
other supplier of ma- 
terials to industry. 
Hundreds of com- 
panies operate well- 
equipped, competent- 
ly-staffed laborato- 











tained from many 

people. These tests showed an outstand- 
ing preference for the tonal quality of 
one type of tube. But Revere did not 
stop there. It was desirable to know why 
that tone was preferred, what factors 
were resvonsible for it, and how they 
could be controlled. 


The project then was turned over to a 
laboratory physicist who is also a tal- 
ented musician. Now began the most 
ambitious and lengthy and scientific part 
of the work, employing the most modern 
electronic apparatus, including a beat- 
frequency oscillator and a cathode ray 
oscilloscope. These made it possible to 
dissect the tone produced, measuring the 
intensity and frequency of the funda- 


ries. Others employ 
college laboratories 
more or less steadily. The final results 
of these continuing studies are embodied 
in products and processes, and thus raise 
the standards of all American industry. 
In addition, in the majority of cases 
secrecy as to the information obtained 
is not imposed, and thus you can obtain 
not merely better products, but also 
much information of practical value in 
their use. It has been pointed out that 
those who pay for materials also pay for 
the brains required to develop them, 
and that therefore those brains should 
be used. Thus, Revere suggests that no 
matter what you buy, be it rubber or 
glass, chemicals or metals, cements or 
solvents, you would do well to draw upon 
the brains of your suppliers. 
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GROWING SLUMP IN CHINESE-U.S. TRADE 


Reported from SHANGHAI and WASHINGTON 


The bottom is falling out of 
China’s trade with the United 
States. 

American purchases of Chi- 
nese goods have been declining 
since early summer. 

At the same time, financial 
troubles are forcing China to 
make drastic reductions in its 
purchases from the United 
States. 

Chinese-American trade, as a 
result, may be years regaining 
the high level it reached before 
the war. 


oo 0 


The idea of American business that 
a virtually inexhaustible postwar mar- 
ket exists among China’s 450 million 
potential customers is fading rapidly. 

The biggest detriment to Chinese- 
American trade is inflation, stemming 
directly from the civil. war. Each 
month, two trillion Chinese dollars are 
being put into circulation to cover 
Nanking’s military expenditures, which 
are using 80 per cent of the national 
budget. 

The new currency forces up domestic 
prices, including the prices of goods for 
export. Black market prices are so far 
above official exchange rates that pri- 
vate traders cannot afford to buy Chi- 
nese goods. 

Sales of Chinese products to America 
will total about $130 million this year. 
For the same period, China’s purchases 
from the U.S. will amount to close to 
$250 million. This latter sum does not 
include $200 million in UNRRA sup- 
plies China has received without charge. 

The badly lopsided trade is exhaust- 
ing China’s supply of American dollars. 
Buying from the U.S. is being cut to 
the bone. But new and more drastic re- 
ductions in purchases from America are 
foreseen unless China’s desperate eco- 
nomic condition is remedied soon. 

@ A way out of this trade dilemma is 
being sought by the Chinese Govern- 
ment. Several courses are open, but it 
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is doubtful that any one of them alone 
could result in more than a temporary 
solution. 

An American loan is being suggested in 
Washington and Nanking to help the 
Chinese balance their trade payments 
with America. But advocates agree that 
such a loan would provide only tempo- 
rary relief. Besides, many American 
businessmen in China are opposed to 
Government loans of the type the U. S. 
has made to Nanking in the past. 

New markets away from America may 
be sought by China as a means of con- 
serving its dwindling supply of dollars. 
Britain and Russia could absorb more 
Chinese goods than they are getting 
now, but it is doubtful that they in turn 
could supply the products China needs. 

China’s main imports are gasoline, 
kerosene, fuel and _ lubricating oils, 
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metals, machinery, raw cotton and wool. 
With the exception of wool, the United 
States is supplying two thirds of these 
critical items. 

Boosting exports to the U.S. is the 
remedy most widely prescribed for 
China’s trade troubles. This sounds easy, 
but the Nanking Government already 
finds it difficult to retain its present level 
of shipments to America. 

The disruption of communications by 
the war is hampering Nanking’s efforts 
to get more raw materials out of the 
interior. Inflation is the other obstacle. 

The Nanking Government, in an ef- 
fort to stimulate exports, recently put 
the foreign exchange rate for overseas 
sales on a_ higher sliding-scale basis. 
But the desired stimulus to trade did not 
materialize because the special exchange 
rate for exports was not revised fast 
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TRADING: Civil War and inflation keep th 
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enough to keep up with China’s latest 
wave of inflation. 

qj] An item-by-item survey of China’s 
‘major exports, made in Shanghai by 
Joseph Fromm of the staff of World 
Report, shows the bleak outlook ahead 
for China’s trade with America: 

Tung oil, used in the manufacture of 
paint, still tops the list of Chinese 
exports to the U.S., but sales now are 
far below the prewar level. During the 
first five months of this year, China sold 
the U.S. 10,000 tons, compared to 
60,000 tons a year before the war. Amer- 
ican demand is declining; substitutes 
and blends were developed while China 
was cut off from outside markets during 
the war. 

American buyers also are reluctant to 
commit themselves to future purchases 
of China’s tung oil because deliveries are 
uncertain and prices unpredictable. 

Hog bristles are being sold to the 
United States in larger quantities than 
before the war, but the Chinese prod- 
ucts are encountering increasing com- 
petition from substitutes. Nylon bristles 
are cutting into the market because they 
are cheaper and there is assurance of 
a steady supply. 

@ Raw silk, China’s No. 2 prewar ex- 
port to the United States, now is vir- 
tually without a market in America. 
Formerly, China exported three million 


pounds of raw silk a year to the U.S., 
but during the first five months of this 
year she sent less than 150,000 pounds. 

Chinese tea, an important prewar ex- 
port to America, has lost out to tea pro- 
duced in India and Ceylon. 

Wolfram, a vital metal for manufac- 
turing steel, is wanted by American 
manufacturers. All China’s output, how- 
ever, is going to Russia in repayment 
for arms that the Chinese received dur- 
ing the war. 
q| The future of Chinese-American trade 
is far from promising. Other countries in 
the Far East, such as the Philippines 
and India, are becoming more important 
than China as customers of American 
business. It is likely that China may be 
forced in the future to do more shopping 
for substitutes in the nondollar countries 
to reduce the drain on her dollar reserve. 
Furthermore, the widespread use of sub- 
stitutes for Chinese products may mean 
that China never will regain fully its 
former American markets. 

No permanent remedy appears likely 
until the civil war ends and run-away 
inflation is checked. These steps are pre- 
requisites to China’s economic rehabili- 
tation and development of new export 
markets. For the present, the Chinese 
Government has no other course than 
emergency measures, which so far have 
failed to check the loss in trade. 
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Chinese Government from boosting these exports to the United States 
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Report on World Politics | 
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ican aid, Russia refused to join in the n. 
planning. Communist parties through- C 
Bal, OW COMMUNISTS LEAD out Western Europe, as a result, oppose 
the Marshall Plan. b 
In neither France nor Italy has the v 
FRENCH AND ITALIAN UNIONS political division between Communists 
. and non-Communists led to a split in O 
labor. Such a rift may come in both R 
Russia's influence in Western such numbers that Communist min- countries. At present, there is a strug- | ~ 
° isters sat in the cabinets of both coun- gle for the workers’ allegiance. , 
Europe depends mainly on the tries. At first, while Communists shared French workers are organized into ye 
Communist parties of France | the responsibilities of government, a nora — of serv ; 
. Communist labor leaders concentrated nearly six million members, is the Gen- 
and Italy. In both countries, the on national recovery. eral Confederation of Labor. Next in : 
Communists hold power far in Rising prices led labor to demand size is the General Confederation of SI 
excess of their numerical | higher wages. Communists within the Christian Workers, with something less C 
: governments were pledged to keep a than a million members. The third I 
strength because of their lead- ceiling on wages, but Communists group is the General Confederation of ye 
ership of organized labor. In among the labor leaders approved Supervisory and Technical Personnel, . t 
“es following World Report nae strikes for higher wages in order to hold a small but influential organization of | ( 
4 their union posts. Government under engineers, foremen and technicians. Be 
alyzes the strengths and the = such circumstances became difficult. 1 1 
weaknesses of the Communist Moderates like the Socialists in France Pattern for Factories ; 
ay ‘ and the Christian Democrats in Italy 
position in the French and finally dropped the Communists from At the factory level, a French labor E 
Italian labor movements. their cabinets and determined to gov- organization follows a standard pattern. F * 
ern with the support of anti-Commu- The closed shop is outlawed in the sense 
© 0 0 nists that no single union may claim a mo- : 
pe ORGANIZED WORKERS of France Rivalry between the United States nopoly on organizing workers within a : 
and Italy are stronger now than and Russia widened the break. When _ single factory. Union leaders are elected : 
ever before. Their unions can defy gov- U.S. Secretary of State George C. annually in each factory. ; 
ernments. They have the power to make Marshall suggested that Europe draw At factory elections, the candidates . 
or break premiers. up its own plan for recovery and Amer- for union offices are expected to main- ; 
Discipline of French and _ Italian tain a strict separation between their | , 
unions is in large part responsible for politics and their union duties. French : 
the strides made toward economic re- workers who vote Socialist or moderate 
covery since the war. At the same time, tickets in national elections frequently : 
union demands for higher wages, sup- elect a Communist as their union lead- ; 
ported by strikes or the threat of strikes, er. But this nonpartisan spirit in the 
have helped to drive both countries labor movement of France now is sub- 
into dangerous inflation. ject to severe strains. 
European workers are well aware that At a congress of all unions of the 
their strength lies in unity. Between General Confederation of Labor in 
world wars the factory workers of 1945, the Communists demonstrated 
France united, in defiance of the orders that they could outvote the Socialists. | 
of both Socialist and Communist unions. But the Communists had no desire to 
thus forcing the rivals together in a sin- split the Confederation. They feared 
gle organization. Even the Fascist re- that the majority of French workers 
gime in Italy did not dare to strike would bolt a purely Communist lead- — | 
deep at the roots of the labor movement, ership. 
but left many non-Fascists in com- As a compromise, Socialists and Com- 
mand of local unions. munists agreed on a partnership. Benvit 
During World War II, in France as Frachon, a Communist, was elevated to ? 
in Italy, the unity of organized workers the position of Secretary-General on a ! 
became the mainstay of resistance level with the Socialist Léon Jouhaux, | 
against the Germans. Leadership went who alone had held that title since 1910. 
to the men best equipped to organize On the executive body, six members 
underground warfare. At the war’s end, were to be Socialists, six Communists 
most of these leaders turned out to be and one an “independent.” : 
Communists. —International It is evident, however, that Frachon, | . 
«Workers sent Communist candidates COMMUNIST BOSS DI VITTORIO not Jouhaux, holds most of the power. |. 
to the parliaments of France and Italy His workers look to the U.S. for jobs While Jouhaux travels abroad to inter- | 
| ome 
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national conferences, Frachon runs the 
Confederation at home. In addition, the 
“independent” delegate on the executive 
board of the Confederation usually 
votes with Communists. 

The smaller General Confederation 
of Christian Workers is non-Communist. 
Recently it has gained some members 
from the larger body. But the key to 
leadership of French labor remains the 
struggle between Communists and non- 
Communists in the General Confedera- 
tion of Labor. 

Italy’s labor movement is based on a 
single organization, the Italian General 
Confederation of Labor. In theory, the 
Italian Confederation commands the 
co-operation of three political parties, 
the Christian Democrats, the Socialists 
and the Communists. In fact, however, 
Communists re in control. 

Union elections in Italy are managed 
by.political parties, from the factories 
up to the top leadership. Each party 
presents a slate of candidates. As a re- 
sult of this system, the executive of the 
Confederation contains seven Commu- 
nists and 10 others. But a split in the 
Socialist Party of Italy has left five of 
its representatives on the executive as 
allies of the Communists. As a result, 
Giuseppe di Vittorio, a Communist, is 
the boss of Italian labor. 

To recover their dwindling prestige 
in the Confederation, the Christian 
Democrats, supported by the Catholic 
church in Italy, nearly a year ago set 
up their own Catholic Association of 
Italian Workers. This body, now claim- 
ing 700,000 workers, is not vet a rival 
of the Confederation. Most of its mem- 
bers remain members of unions within 
th> Confederation, But should the Com- 
munist rivalry with non-Communists 
lead to an open split in Italian labor, 
the Catholic organization will lead the 
non-Communists, 

Di Vittorio and the Italian Commu- 
nists are less concerned about the Chris- 
tian Democrats, however, than they are 
about the rank and file of Italian labor. 
Italy's two million unemployed are 
looking to the Marshall Plan to provide 
jobs for them. Italian workers are look- 
ing to the United States, not to Russia, 
for aid. 

In addition, the recent creation of a 
Communist Information Bureau, with 
headquarters in Communist-led Yugo- 
slavia, Italy’s rival for possession of 
Trieste, was a shock to Italian workers. 
The Italian Communists have lost sev- 
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FRACHON IS ON THE FAR LEFT 


— Internationa! 


He runs the union at home while Socialist Jouhaux (right) attends meetings abroad 


eral union elections among factory 
workers since they agreed to co-operate 
with the Information Bureau. 

Recent trends in both France and 
Italy suggest that the threat of a gen- 
eral strike, if called by Communists for 
political purposes, might do the Com- 
munists more harm than good. 


Willingness To Strike 


In France, where the Communist 
Frachon condemns the Marshall Plan 
while the Socialist Jouhaux defends it, 
the workers have shown a willingness 
to strike for wage increases ai any time. 
Frequently, they even drag their Com- 
munist leaders along in strikes that do 
not advance the interests of the Com- 
munist Party. 

Just before the municipal elections, 
for example, Paris subway motormen, 
who belonged to an independent, non- 
Communist union, struck for more pay. 
Communists were sent out to break the 
strike, but the rank and file of their 
transport union supported it, forcing 
Communist leaders to accept sponsor- 
ship of the walkout. The resulting stop- 
page of transportation undoubtedly af- 
fected the municipal elections. Voters 
in Paris gave control of the city to anti- 
Communist candidates. 


In both Italy and France, there is 
a vast difference between the rank and 
file of the Communist Party and the 
rank and file of Communist-controlled 
labor unions. Party discipline is strict, 
but loyalty in the labor unions is given 
to the leader, irrespective of party, who 
appears to be doing the best job for 
the worker. 

Italian workers, short of jobs and 
eager to see prices brought down within 
their reach, are impressed by the non- 
Communist Government’s recent cam- 
paign to cut food prices. French work- 
ers, jealous of the nonpolitical traditions 
of their unions, may be quick to resent 
strikes called for political purposes only. 

The tactics of Communist labor lead- 
ers are not yet clear in either country. 
It is certain, however, that they will 
move warily, watching for signs of un- 
rest within the ranks of labor, leading 
strikes only in response to real demands 
from the rank and file. Since the Com- 
munists’ objective is to wreck the Mar- 
shall Plan for European recovery, they 
may in the end, employ general strikes 
in attempts to overthrow non-Commu- 
nist governments. Such a move, how- 
ever, would be undertaken only in 
desperation, for in so acting the Com- 
munists would risk the loss of labor 
leadership in both France and Italy. 
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WORLD LIVING COSTS GO UP 


Currency inflation in Western Europe and America 
shown by the rise in retail prices since 1937 


It’s a tight squeeze for the budgets in Eu- 
ropes homes these days. The cost of living— 
prices of basic needs such as food, clothing, 
housing and fuel—for a worker’s family is go- 
ing up steadily. Lagging production, dollar 
shortages, the disruption of normal trade with 
other countries mean high prices in Europe’s 
stores. 

The Worldgraph shows index numbers of 
living costs gathered by the United Nations 
for all Marshall Plan countries. Comparative- 
ly, Americans have a stable economy, even 
though prices in the United States have gone 
up an average of 54 per cent since 1937. 

In 10 years, the cost of living in Greece, 
where inflation is the worst in Europe, has 
increased 500 times as much as in Britain. 
Civil war on the heels of World War II finds 
the Greek currency worth so little that one 
dollar is legally valued at 5,000 drachmae. 

The picture in England is not so favorable 














as it looks on the surface. The Labor Govern- 
ment is expected to make an outlay this year 
of $1,700,000,000 for subsidies on food and 
utility clothing. In fact, one eighth of all Gov- 
ernment expenditure may go to keep living 
costs down. The small quantity of goods for 
sale and the large amount of money in Britons’ 
pockets could easily start prices moving up. 

The figure for France is for food and only in 
Paris, but probably is typical for the country. 
The French worker's wages have climbed, but 
in ,the familiar inflationary pattern—not 
enough to keep up with his needs. Today, 90 
per cent of his pay goes for food alone. 

In Italy, industry has reached a promising 
postwar high—70 per cent of 1938 production. 
And some retail prices have come down. But 
economic collapse still threatens a land where 
costs are nearly 48 times as high as in 1938. 

The base year for Austria, Portugal, Turkey 
is 1938, for Belgium, Iceland, Greece, 1939. 
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LATIN-AMERICAN RELUCTANCE 


TO CUT ALL SOVIET TIES 





Reported from RIO DE JANEIRO, BUENOS AIRES, 


SANTIAGO and 


Breaking of diplomatic rela- 
tions with Russia by Brazil and 
Chile has brought on agitation 
for other Latin-American Gov- 
ernments to take similar action. 

A wave of Latin-American 
breaks with the Soviet Union is 
not in prospect now, however. 

Even Argentina, an outspoken 
enemy of Communism, will 
maintain relations with Russia 
for the present. 

o oOo 9 


Belief is growing among diplomats 
of the American republics that in- 
ternal troubles had a lot to do with 
the decisions of Brazil and Chile to 
sever diplomatic relations with Russia. 

Brazil and Chile are suffering from the 

most aggravated cases of inflation in the 
Western Hemisphere. Both have had 
serious strikes. Communists are stronger 
in those two countries than elsewhere in 
Latin America, except possibly Cuba. 
And the governments of both Brazil and 
Chile have felt politically shaky. 
@ Brazil gave as its main reason for the 
break Russia's refusal to make amends for 
press attacks on President Eurico Gaspar 
Dutra and the Brazilian armed forces. In 
the background, however, was worry 
about the Communist Party of Brazil. 

Communist strength in the last two 
elections alarmed the Dutra Government. 
The party was outlawed and action was 
started to unseat Communist officials. 
But the Communists, although driven 
underground, still are active. 

Russian attacks on Dutra aroused the 
resentment of most Brazilians, according 
to dispatches from Rio de Janeiro. Now 
the break has led to public display of 
perhaps the greatest popular support 
Dutra ever has enjoyed. 

@ Chile’s break came soon after it had 
expelled Yugoslav diplomats on _ the 
ground that they had ordered Chilean 
Communists to start a series of strikes. 
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WASHINGTON 


In announcing the rupture, Chile said 
Russia had inspired “serious attempts 
against the political independence of the 
Republic.” 


Santiago dispatches indicate that dis-~ 


illusionment helped President Gabriel 
Gonzalez Videla decide to break rela- 
tions. Elected with Communist help, he 
had tried for months to get Communist 
co-operation. But strikes continued and 
economic conditions in Chile steadily 
grew worse. 

A Communist-led coal strike, coupled 
with the announced discovery of evidence 
that Yugoslav diplomats were respon- 
sible, gave Gonzalez Videla a chance to 
take decisive action. Denouncing “inter- 
national Communist” interference, he not 
only broke the coal strike but also crip- 
pled the Communist Party by moving its 
leaders to distant parts of the country. 
Now he is more popular than at any time 
since he took office. 

@ Latin-American reaction to the moves 
of Brazil and Chile is generally sympa- 
thetic. The Vatican newspaper, Osser- 
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COMMUWIST NEWSPAPER RAID: Slur on President Dutra was a good excuse 


vatore Romano, has intimated that other 
countries in Latin America might follow 
their lead in withdrawing diplomatic 
recognition of Russia. 

Indications are, however, that the six 
Latin-American countries in which Rus- 
sian diplomats are stationed feel that 
they lack reasons for severing relations. 

Argentina, the only country in Latin 
America that has done much business 
with Russia in recent years, is not to 
make a break at this time. 

“Brazil and Chile wanted Argentina to 
act simultaneously with them,” Bernard 
S. Redmont, staff correspondent of World 
Report, says in a dispatch from Buenos 
Aires. “In fact, there is reason to believe 
that Argentina had intimated it would do 
so, then changed its mind. 

“Argentina will not break with Russia 
unless new and compelling reasons ap- 
pear. It wants to appear before the world 
as an independent actor.” 

Argentina, furthermore, will handle 
Chile’s interests in Moscow. And _ the 
Russian Ambassador, who had been get- 
ting ready to return home, has decided to 
stay in Buenos Aires. 

Cuba, Mexico, Venezuela and Uruguay 
are not expected to disturb tHeir rela- 
tions with Russia. Colombia, the only 
other country in Latin America where 
Soviet diplomats are stationed, is not to 
break unless internal pressure to do so 
becomes much stronger than it is now. 

Further diplomatic ruptures with Rus- 
sia, thus, are not likely to follow on the 
heels of the action by Brazil and Chile. 
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The new year will usher in tariff reductions on half the world's commerce. 

That's the big accomplishment of the Geneva conference on trade. 

Major trading countries--25 of them--are ready to cut tariffs on 45,000 
items. What has been cut and how much will be told on November 18. 

The cuts come out of 106 separate negotiations between pairs of countries. 
United States was involved in only 15. But all concessions granted to one 
country are automatically extended to all the others. 

Besides tariffs, the Geneva agreement binds the 23 countries against 
raising higher barriers to trade, through such things as import quotas and 
controls over use of foreign exchange. It all sounds fine. 

But there's a big catch. 

Actually, businessmen are going to have to look close to see many of the 
tariff cuts after January 1. Many of them just will be on the books, will not 
really be effective. That's to be true chiefly of tariff cuts given by other 
countries. Presumably America will be expected to stand by its agreements and 
really lower tariffs on thousands of things imported. 

The other countries=--most of them--are suffering from dollar shortages. 
Under the Geneva rules, this state of affairs will allow them to continue using 
import and exchange controls, for the time being. The International Monetary 
Fund first has to say that each country is in a bad way. But the Fund has 
to face facts. Most countries are having trouble making both ends meet in their 
trade with the world and especially with the United States. 

Upshot is to be that, while tariffs abroad may be cut, the effects will 
be blocked, in many cases, by import quotas. 

For example, Britain may have agreed to cut her tariff on U.S. tobacco. 
But no imports of U.S. tobacco are allowed. Britain must cut down her dollar 
purchases. Tariff cuts wander these conditions mean little. Current business 
doesn't benefit from future intentions, from removal of trade barriers later. 























Looking behind the ballyhoo, the Geneva conference and the follow-up 
conference starting in Havana November 21 really are studies in the future tense. 

Quotas, tariffs, subsidies, cartels, all the trappings of restrictive trade 
are dealt resounding blows--in the future. Countries deplore the necessity for 
such things, promise to limit or end them--but not now. When everybody is 
reconstructed and world trade is on an even keel, time enough then to do some- 
thing about these restrictions. 

It's true, though, that never before have major trading nations agreed 
to do so much, even if it is in the future. Only time will tell whether this 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


is lip service to free trade, just to please Washington. 

At first, the major benefits from the Geneva agreement will seem to go 
to other countries. They can export more to the United States, take advantage 
of lower tariffs on many U.S. imports. Later--much later--America may benefit. 





Here's the disturbing part about all this: 

The trend in world trade has been strongly toward restriction in the last 
six months. All during the time delegates were meeting in Geneva and planning 
freer trade, their home governments were piling up trade blocks. Chances are 
heavily against any sudden reversal of this trend. So, Geneva and Havana have 
to be judged against a clashing background, what's really happening. 








Trade links between Western and Eastern Europe are being forged rapidly... 

The Iron Curtain is not proving too mucn of an obstacle to trade. Barter-= 
ing of goods and trade agreements between East and West show a sharp uptrend. 
The volume of trading still is not high. But chances favor growth. 

Big burst of trade agreements has come since the Marshall proposal last 
June. Impression is that the whether-or-not of the Marshall Plan has little to 
do with the East-West revival of trade. Dollar shortages probably had more 
to do with turning Western Europe eastward looking for goods. Eastern Europe 
turns westward increasingly since Russia still can't Supply many industrial needs. 

Here's a partial roster of East-West agreements in the last six months: 

Finland with Britain and the Netherlands. 

Poland with France, Britain, Austria and the Netherlands. 

Czechoslovakia with Italy, France, the Netherlands, Denmark and Greece. 

Hungary with Britain. Yugoslavia and Bulgaria with the Netherlands. The 
Soviet zone with Switzerland, the Netherlands and Sweden. 

Almost all the Russian satellites have agreements with the American-British 
zone of Germany. These are straight barter arrangements. 

Russia steps into Britain's shoes, gets Danish dairy products. Russia also 
is angling for a new agreement (grain for fish) with Norway. The British, mean- 
while, would like to resume trade negotiations with the Russians. Britain 
wants to trade industrial machinery for grain and timber. 

Barter is the method of this East-West trade. Little money changes hands, 
Rail bottlenecks at present put a ceiling on this traffic. 









































Meanwhile, since June, a thick web of trade agreement: has been woven in 
the Russian sphere. This Molotov web is one answer to the Marshall Plan. 

The moon is promised by Russia in most of these pacts. 

In Yugoslavia, for example, Russia promises to equip metallurgical and 
chemical plants and oil refineries before 1950. Bulgaria and Albania are prom- 
ised farm machinery, automobiles, trucks. Heavy machinery, railroad equipment, 
capital goods--in short--are dangled in front of satellite eyes. 

Question is how many of these things will be delivered. Russia needs most 
of them badly at home. Satellites are going to put more pressure on Russia for 
capital goods, when Marshall aid starts flowing to their neighbors. Achilles 
heel of the Molotov plan is this shortage of heavy stuff. 

Russia can, and does on occasion, send wheat, cotton, fertilizer into these 
countries depending on her. But even this flow can't be counted on. There is 
no such thing, apparently, as a firm commitment on Russia's part. 
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FIGHT OF AUSTRALIAN BANKS 


TO AVOID NATIONALIZATION 


Reported from CANBERRA and LONDON 


The Labor Government of 
Australia is about to outlaw pri- 
vate ownership of banks. 

Bitter opposition has devel- 
oped to a nationalization bill now 
before Parliament, but Labor has 
more than enough votes to put 
it through. 

Chances are that private bank- 
ers, through court action, can 
forestall Government ownership 
of their banks for two or three 
years at the most. 
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@ The new banking act that the Gov- 

ernment of Prime Minister Joseph B. 
Chifley is sponsoring would lodge 
complete authority over financial in- 
stitutions in the Commonwealth Bank, 
an existing Government agency. 

Absorbed by the Government would 
be Australia’s nine private-trading banks, 
which have 2,622 branches throughout 
the country. These banks, some of which 
are more than 100 years old, have one 
and one-half million depositors and 
70,000 stockholders. 

Permitted to continue under their 
present status would be one savings and 
three commercial banks operated by 
Australian states. Savings deposits with 
building and loan organizations also 
would not be affected by the proposed 
legislation. 

Still unclear is the future status of 
non-Australian banks and Anglo-Austral- 
ian banks that are registered in London 
but carry on almost all their business in 
Australia. 

British banking authorities in London 
say that a court test will be necessary to 
clarify the Australian banking bill. They 
criticize the measure as carrying social- 
ism further than practiced in England. 
@ The reason given by Labor for its 
sudden decision to nationalize the banks 
is that it must have absolute control over 
Australia’s finances in case of a crisis. 

Dispatches from Canberra say that 


Chifley believes a depression is approach- 
ing and that Australia can weather the 
storm only with full ownership of the 
nation’s banks. The Prime Minister argues 
that often in the past the policies of 
private banks have run counter to Auts- 
tralia’s needs for steady growth and high 
levels of employment. 

The danger of losing some of its exist- 
ing financial powers also prompted the 
Labor Government’s decision to nation- 
alize the banks. Recently, the High Court 
of Australia declared unconstitutional 
a section of the 1945 Banking Act requir- 
ing municipalities and other Govern- 
ment agencies to do all their business 
with the Commonwealth Bank. 

«| “Reasonable compensation,” is being 
promised by the Chifley Government 
for the banking properties it acquires. 

If a private bank agrees to a volun- 
tary settlement, the proceeds from the 
sale are exempt from Government taxa- 
tion. The Government's price will be no 
less than the market value of a bank’s 
shares on August 13 of this year. 

Banks. that refuse the Government's 
terms automatically surrender their tax 
exemptions. They also are liable to a 
$32,500 fine for each day they remain 
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OPPOSITION LEADER 


Menzies fears socialism 


in business after being ordered by the 
Government to quit. Employes also can 
be fined if they refuse to assist the Gov- 
ernment in taking over a bank. 

@ The opposition in Australia to the 
banking bill is powerful. Charges are 
being made that the legislation will lead 
to the sovietization of Australia. 

The parliamentary fight is being led 
by Robert W. Menzies, leader of the 
opposition, who has the support of all 
non-labor parties. 

Menzies contends that the bill would 
destroy Australia’s whole system of pri- 
vate trading and have effects far be- 
yond banking. 

The press, which describes the bank- 
ing bill as the most controversial issue 
in Australia’s history, is almost unani- 
mously opposed to the legislation. 

The private banks have set up booths 
in cities and towns to collect signatures 
for a petition of protest. 

The bankers also plan to challenge 

the constitutionality of the banking act 
in an effort to tie up the legislation and 
keep possession of their banks. Their 
strategy is to delay the nationalization 
of Australia’s banks as long as possible. 
Their goal is 1949, because then they 
could take the issue to the people at 
the general election. 
q@ A long battle in the courts is almost 
certain before the private banks surren- 
der their properties to the Government. 
Until the issue becomes more clear cut, 
it is likely that the non-Australian banks 
will remain on the side lines and let the 
private banks carry the campaign of re- 
sistance to Government ownership. 





PRIME MINISTER 
Chifley fears a depression 
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BARS TO USE OF EUROPE’S ASSETS IN U.S. 


from WASHINGTON and NEW YORK 


Reported 


Recovery in Western Europe 
may get limited financial help 
from American assets owned by 
citizens of European countries. 

Enemy holdings now in cus- 
tody of the United States Gov- 
ernment also may be mobilized 
in support of the recovery pro- 
gram. 

Tapping of both sources of 
wealth is being demanded by 
some American officials. But 
such action would produce only 
a small part of the billions in- 
volved in the Marshall Plan for 
helping Europe. 
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@ Assets in the United States belong- 

ing to citizens of Western European 
countries are figured in latest esti- 
mates at $7,605,000,000. 

Actual identification of the owners 
of much of this property, however, is 
difficult. Many of the assets are held 
in the name of persons whose na- 
tionality is different than that of the 
real owners. 

Legal action in the United States 

Supreme Court or the International 
Court of Justice at The Hague is likely 
if attempts are made to use the non- 
enemy assets. Disputes over title to ¢ 
substantial portion of the dollar holdings 
might be prolonged beyond the time they 
are needed most. 
@ Long-term investments, such as 
bonds, stocks, business enterprises and 
similar holdings, account for the largest 
part of the property. Present market 
value of these interests is estimated at 
$3,645,000,000. 

Records of the U.S. Department of 
Commerce indicate that American in- 
vestments owned by Britons probably 
are worth a billion dollars. Dutch citizens 
have $750 million invested in the United 
States, Swiss $715 million, Frenchmen 
$500 million, Belgians $180 million. 
Nationals of other countries participat- 
ing in the Marshall Plan have at least 
$500 million more. 
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A precedent for use of privately owned 
securities as collateral for loans to govern- 
ments was established early in the war 
when Great Britain obtained a $425 
million credit from the Reconstruction 
Finance Corporation. Shares of American 
companies turned in by British citizens 
were pledged with the RFC. Half the 
$390 million drawn on that loan has been 
repaid, 

Outright sale of long-term investments, 
however, is opposed by many Americans. 
Corporation officers and securities traders 
say that liquidation would have to be 
controlled and carried out over a long 
period to prevent business chaos. Forced 
selling would lower the value of stocks 
and cause substantial losses. 
@ Blocked balances make up the bulk 
of bank deposits of $2,100,000,000 esti- 
mated to be held in the United States by 
citizens of Western European countries. 


These accounts, representing all the 
nations participating in the Marshall Plan 
except Great Britain, Iceland, Eire and 
Turkey, were frozen during the war to 
prevent them from being seized or used 
by Germany. The dollar balances have 
not been redeemed since removal of the 
freezing orders. 

Withdrawal of blocked funds is desired 
by the U.S. Treasury, which is eager to 
wind up its administration of the prop- 
erty. 

To get title to the accounts, however, 
the nominal owners must present certifi- 
cates from their own governments. Pur- 
pose of the certificate is to make sure that 
there is no enemy interest in the accounts. 

Treasury officials suggest that a dead- 
line for claiming unfrozen funds be set 
for April 30, 1948. Their proposal is 
that all holdings unclaimed after that 
time be turned over to the Alien Property 
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Custodian on the assumption that they 
actually were enemy assets. 

Threat of seizure is expected to result 
in the redemption of some balances. 

The reason the funds havé not been 
withdrawn to date is that most European 
governments would require exchange of 
the dollars for their own currencies. In 
many cases, the assets also would be sub- 
ject to heavy taxation in Europe. 

Owners of the accounts prefer dollars 
that they may be able to use in the future 
to the weak currencies of their own coun- 
tries, even though the latter would be 
available for immediate use. Conse- 
quently, they are willing to leave their 
accounts in the United States, unclaimed. 
As long as they remain in America they 
represent actual dollars, now. the most 
prized currency in the world. 

Any dollars withdrawn from blocked 
balances, however, will be likely to lessen 
the cost of the Marshall Plan. While issu- 
ing certificates for the withdrawals, Euro- 
pean governments will get information on 
which to base claims on their citizens. 

A bond issue in the United States, 
backed by assets that might be turned 
over to the Alien Property Custodian 
after next April 30, is proposed as one 
means of helping to finance European 
recovery. 

As a practical matter, however, the 
idea is not likely to produce many dollars 
when the need is greatest. 

Court tests. Lawyers in New York 
think that, if such a bond issue is at- 
tempted, an effort to block it would be 
made in the United States Supreme 
Court. The Court would be asked to 
decide whether it was legal for the 
Treasury to require certificates from the 
home governments before releasing 
blocked balances. 

Wartime neutrals might bring the 
matter before the International Court of 
Justice. Switzerland especially has long 
had the reputation of providing a “safe 
haven” for capital from other countries. 
It is known that many Swiss assets in the 
United States belong to citizens of other 
countries. 

Discrimination. Another obstacle arises 
from the absence of any legal provision 
for discriminating among the blocked 
balances. Seizure of assets to use as 
collateral for Marshall Plan loans would 
raise the question of what to do with 
balances owned in countries not par- 
ticipating in the program. 

Ultimate aims. Many American busi- 
nessmen are certain to raise strenuous 
objection to the bond-issue proposal. 

Business leaders admit that the idea 
of using blocked balances is tempting, 
but argue that it is contrary to the long- 
range purposes of the Marshall Plan. 
Undermining the confidence of private 
investors by seizing their holdings might 
in the end do more harm than good. 

A compromise proposal gaining favor 
in Washington is that holders of blocked 


balances be allowed to invest those 
funds in bonds of the World Bank. 

To pave the way, the U.S. Bureau of 
Internal Revenue is expected to rule that 
World Bank bonds are not domestic se- 
curities. That would relieve holders in 
other countries of the 30 per cent U. S. 
tax on interest from the bonds. 

The Bank is being counted on to sup- 
ply funds for more than $3 billion worth 
of capital equipment required for Eu- 
ropean recovery. Use of balances now 
in hiding thus would contribute to the 
Marshall Plan. ° 
@ Enemy property worth $560 million 
is held by the U.S. Department of Jus- 
tice. 

Bulk of these holdings are in chemical, 
photographic equipment, drug manu- 
facturing and other enterprises that 
were owned directly by citizens of for- 
mer enemy nations. 

Simplest way of using enemy assets for 
European recovery would be to sell them 
outright to American citizens. 

It is up to Congress to decide whether 
the properties should be liquidated or 
held to compensate Americans who suf- 
fered war losses in enemy territory. There 
is no legal obligation now to hold them 
for the latter purpose. 

After World War I, 80 per cent of 
German assets seized by the United 
States were returned. Only 20 per cent 
were held for claims filed by Americans. 
The U.S. Treasury still has a balance of 
$213,000 left in its account for payment 
of those claims. 

Transfer to the Export-Import Bank or 
the RFC of enemy assets seized in World 
War II has been suggested. The idea is 
that the receiving agency then could 
make loans to Western Europe, holding 
the enemy properties as collateral. 

Neither RFC nor the Export-Import 
Bank is eager to take on the responsibility 
of handling the enemy assets. If directed 
by the Congress to grant certain loans, 
they would not have to hold collateral. 

@ Congressional debates are certain to 
develop over use of Europeans assets in 
America to support the Marshall Plan. 

Several Congressmen will press for dis- 
closure to European governments of their 
citizens holdings in the United States. 
They argue that European investors 
should be as ready to gamble on the Con- 


tinent’s future as American taxpayers 


are asked to be. 

Other Congressmen insist that the best 
way to drive hidden funds into circula- 
tion is to stabilize European currencies. 
They think that, with confidence restored, 
the balances would be returned to Eu- 
rope quickly and invested there. 

@ The prospect is that congressional 
pressures will force some of the assets 
into Marshall Plan financing. 

But legal complications and considera- 
tions of policy are likely to keep the dol- 
lars so employed from reaching a large 
figure. 
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When You Change 
Your Address 


To change the address to which 
your copies of World Report are 
now being sent, be sure to give us 
your old address as well as the new 
one. 


It usually takes about two or 
three weeks for the change to be- 
come effective—so please give us 
that much advance notice if you 
can. 


Also your change of address— 
and any correspondence’ which 
relates to the service on your sub- 
scription—will receive quickest han- 
dling if you send it direct to: 


Circulation Department 


WORLD REPORT 


435 Parker Avenue, Dayton 1, Ohio 
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WITH CUMULATIVE INDEX 


Now you can find any important current news item 
and those of the past 7 years in seconds! With 
this unique weekly news digest and its cumula- 
tive cross-index you can locate instantly every 
name, date, figure, act or quote. Authoritative, 
unbiased, complete. Nothing else like this in the 
U.S. Send for descriptive FREE booklet today. 








FACTS ON FILE © Dept. 20-11, 516 Fifth Ave., New York 18,4.¥. 
NOVEMBER 11, 1947 * 27 








vey 
yy 





Lite Around the World 


Japanese bathhouse patrons want 


every night to be Saturday night 


TOKYO 
Hz PRICES and the fuel shortage 

are creating agitation to have 
Japan’s public bathhouses subsidized by 
the Government so that the Japanese may 
enjoy more than the one or two baths a 
month they can now afford. 

Even though the traffic in the bath- 
houses has been drastically reduced, 
public bathing still is big business. There 
are nearly 100 public baths in the Tokyo 
area, and every village has at least one. 
Every day the baths are visited by 
thousands of Japanese men and women, 
who, without the slightest embarrass- 
ment, bathe in public. 

The Sumida Gawa Bathhouse in down- 
town Tokyo is typical of the scores scat- 
tered throughout the city. I found it in 
a narrow, obscure alley not far away from 
the main street of the Japanese capital. 

A young Japanese woman, perched on 
a platform between two doors, collected 
my entrance fee of two yen. From her 
vantage point, she is able to keep an eye 
on both sides of the partition separating 
the men’s baths from the women’s. In 
this way, she protects the customers’ 
clothing against theft. 

During cold weather, thieves have 
been a serious menace to the bathers. 
Many have emerged from the steaming 
hot baths only to find that they had 
nothing to wear—more than an embar- 
rassing predicament with the temperature 
below freezing and with every stitch of 
clothing worth its weight in yen. 

I was given a wicker basket for my 
clothes. There were 10 or 15 other men 
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preparing for their baths. More were at 
the far end of the room splashing about 
in two hip-deep pools. On the other side 
of the thin partition, we could hear 
squeals of laughter from the women’s 
section. 

There is a popular misconception that 
Japanese public baths are coeducational. 
In the smaller villages, where facilities 
are limited, men and women bathe in the 
same pool—with one end reserved for 
men and the other for women. And it 
also is true that mixed bathing is common 
in ‘the sulphur spring baths in the moun- 
tains. But in Tokyo and the other big 
cities, civilization has progressed suff- 
ciently so that most public baths segre- 
gate men and women as in the Sumida 
Gawa Bathhouse. 

There is an art to public bathing in 
Japan. You don’t jump into the hot pool 
and soap yourself. After all, several hun- 
dred people must use the same pool 
during a day. So the idea is to be as clean 
as possible before you climb into the 
bath. This is done by scrubbing down 
with water from little wooden buckets 
provided for each customer. You have 
to bring your own soap, washcloth and 
towel. The bathhouse provides nothing 
more than the water. 

After you've given yourself a washing 
down, you're ready to step into the pool, 
full to the brim with hot water—the 
hotter the better, say the Japanese. If you 
get there early in the day, the water still 
is fairly clean; but later on it isn’t. 

There has been a terrific black market 
among public bathhouse operators who, 
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for a price, have allowed finicky bathers 
to climb into the water before the official 
opening time. The price ran about five 
times the official rate set by the Govern- 
ment. 

The pools have benches along the 
sides. The customers may sit there in- 
definitely, soaking. My fellow bathers sat 
around languidly and dozed. When 
youve had enough soaking you wash 
again with fresh water from the hot and 
cold water taps around the room. 

In the boiler room behind the pools, 
Hironobu Sagi, manager of the bath- 
house, paused from his job of shoveling 
sawdust into a huge furnace that heated 
the water. “Before the war,” he remarked, 
“the official charge for a bath was five sen 
(one twentieth of a yen) but now it is 
up to two yen for an adult and one yen 
for children under four years.” (Two yen 
now is worth about one and one-half 
cents. ) 

Even though the official price has in- 
creased 40-fold since prewar days, Sagi 
complained that his real earnings are 
less now then they were before. 

“Before the war,” grumbled the bath- 
house manager, “we could buy all the 
coal we needed for the boilers for five yen 
a day. Now we can’t get coal, so we have 
to use sawdust. That costs at least 50 yen 
a day. Besides that, we have to give free 
baths to all the workers at the mill where 
we buy the sawdust. 

“We took in about 15 yen a day before 
the war and that was a good living. Now 
we take in 700 yen a day and can’t live 
as well on that as we did on the 15 yen 
we earned before the war.” 

Continuing his remarks on the effects 
of inflation on Japan’s public bathhouse 
industry, Sagi explained that water, 
which, next to fuel, is the biggest expense, 
cost 700 yen last month and the cost 
would be trebled this month because of 
increases in all official prices. 

The bathhouse manager said that 
business is better in the winter than in 
the summer, when people go to the 
beaches to do their bathing. In the winter, 
most families can’t afford to waste pre- 
cious fuel to heat water for bathing, so 
they spend their two yen for a public 
bath, where they can get plenty of hot 
water. Sagi assured me that clean water 
is kept running into the pools, although 
there is only one change of water every 
24 hours. “Of course,” he confessed, “late 
in the day the water gets a little cloudy.” 

The Japanese can chalk up another 
“inconvenience” chargeable to loss of the 
war in the Pacific. J. F. 








» ezine hihe - BOS hay di tn 














" > — a ‘ 
lt te Sree a AO 











eek 


TEXTS: Statements, Speeches 





Keg Apod forU 8S. Pat. Off. 





FINANCING THE TRADE OF THE WORLD: 
PROBLEMS FACING THE U.S. AND EUROPE 


HE FINANCING Of international trade in the face of un- 

settled conditions prevailing throughout the world 
was a major problem explored at the 34th National For- 
eign Trade Council Convention held in St. Louis, Mo., 
Oct. 20-22, 1947. World Report here publishes the full text 
of the International Finance Session, during which prob- 
lems of world finance were discussed. Included are 


Economic Reconstruction 
and the Marshall Plan 


By Thomas H. McKittrick 


T THIS SESSION of the National Foreign Trade Convention, 
A we are to take up the financial aspect of international 
commerce, how goods exported from one country and imported 
into another are paid for. There are of course many other cate- 
gories of international payments, those which seek to transfer 
funds for capital purposes, for payment of interest on loans 
and dividends on stocks, for the expenses of travelers of a 
dozen different sorts, for family remittances and other gifts, 
to mention only a few. 

Today, when the exchange of the national currency for 
others, as well as the import and export of goods, are regu- 
lated officially in most countries, it is gratifying to find that 
payments for merchandise and commodities are permitted 
more freely than any others. That is obviously right and wise, 
for the welfare of whole populations depends in varying de- 
grees on foreign trade, but we must strive for the return of 
free dealings in foreign exchange, irrespective of their pur- 
poses, and the right to import and export as we see fit without 
first obtaining official permission. 

Foreign trade must be released from all sorts of regulation 
if it is to attain its full development, and my purpose today 
is to try to outline to you the way in which the Marshall Plan, 
so called, can serve to stabilize economics and finance in the 
countries it is designed to benefit, helping thus to eliminate 
the conditions which have led to controls. That this may be 
accomplished altogether and in short order is. probably too 
much to hope, but it seems to me reasonable to look for sub- 
stantial gains in this direction. 

The theme of international payments has assumed such 
importance of late that you are all probably tired of hearing 
and reading about the need for international relief, about dol- 
lar shortages, the British crisis, the Marshall Plan and so on. 
I offer you my apologies and my sympathies that you are to 
hear more on the same general subject from me here today. 

When I first sat down to clarify my thoughts as to what I 
should say this afternoon, I turned to what my fellow St. 
Louisan, William McChesney Martin, said at last year’s con- 
vention in New York. Many of you who were there will re- 
member that he referred to three types of need which had 
been foreseen and provided for— 

Relief needs: They were to be handled by UNRRA. 

Long-term reconstruction and development: Under the 


the full texts of addresses by Thomas H. McKittrick, vice 
president, Chase National Bank of New York, and Robert 
L. Garner, vice president, International Bank for Recon- 
struction and Development, Washington. Also published 
in full is the transcript of the International Finance 
Committee's round-table discussion with questions on 
specific problems and answers by members of the panel. 


Bretton Woods Agreement, there was to be set up the World 
Bank for these purposes, and the United States Congress had 
increased the lending authority of the Export-Import Bank to 
care for the intervening period before the World Bank could 
begin operations. 

British balance of payments: As a part of the Anglo- 
American Agreement, we had granted a credit of $3,750,- 
000,000 to the United Kingdom, and Canada had contributed 
$1,125,000,000, making together $5 billion, and it was felt 
this sum would in all probability suffice. A year ago, I would 
have said exactly what Bill Martin did. UNRRA, as well as 
the two Bretton Woods institutions, looked forward to a world 
united not only by economic ties but by a single policy of re- 
construction. These were promising steps, and there was every 
reason to hope that steady progress would be made toward a 
reconstructed, active, healthy, stable and balanced economy 
in most parts of the world. It now seems that we underesti- 
mated the difficulties, both political and economic, of restor- 
ing production, particularly the production of coal, on which 
so much other production as well as transportation depends. 
We also failed to realize how disastrous would be the effect of 
Germany's inability to resume her place in the European 
economy, due in part to the division of that country by the 
Iron Curtain and in part to the nonrestoration of German pro- 
duction. We still have with us, calling for immediate atten- 
tion, the problems of relief, of long-term reconstruction and 
of the British balance of payments. 

Time is not available to discuss in detail how and why 
these situations have arisen, but let me make it clear that 
the last thing I want to do is to criticize. No men better 
qualified for their tasks than those now in charge of the 
institutions in Washington could be found the world over. 
That emergency relief is still required in Europe must be laid 
largely to the weather, an exceptionally severe winter and 
this past summer much too hot and dry. A great friend of 
mine at the Bank of England told me recently it cheered him 
up to read the financial history which that institution com- 
piles from year to year and to find that, after the First World 
War, economic recovery in Europe was not attained until 
1926, eight years after the Armistice in 1918. 

This does not mean, however, that there has not been 
achieved in Europe—Germany perhaps should be excepted— 
substantial progress in the restoration of economic activity. 
The recovery of transport has been astonishing. Bridges and 
buildings have been replaced and, though temporary struc- 
tures are still much in evidence, such effective use has been 
made of the reduced numbers of locomotives and cars avail- 
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able that in many countries more passengers and freight are 
being carried in 1947 than in 1938. The European output of 
textiles is expected to reach 1,400,000 tons this year, not far 
behind the estimated prewar production of 1,600,000 tons. 
Comparing the output of food in physical volume for the 
12 months ending June 30 this year with the 1934-38 average, 
we find that, in the countries represented at the recent Paris 
Conference, the production of cereals reached 86 per cent 
of prewar output, potatoes 88 per cent, meat 65 per cent, oils 
and fats including butter 71 per cent. These are production, 
not consumption, figures. The output of fertilizers is already 
above prewar. Coal production this year, including Western 
Germany, is expected to reach almost 80 per cent of 1938 
(439 million tons). The corresponding estimate for crude 
steel is just two thirds, 30,300,000 tons. 

What then is the present situation? Recovery has gone a 
good part of the way, but for continued rapid progress fur- 
ther outside assistance is essential. The alternative is for Eu- 
rope to fall back into a situation comparable with the low 
levels imposed during the war. Europe is producing, but not 
enough to provide a living for its people at reasonable stand- 
ards, not enough to be prosperous. Unless Western Europe, 
with its population nearly twice as great as our own, is pros- 
perous, the world as a whole cannot be prosperous. Excep- 
tional measures are needed at this time, and the program 
known as the Marshall Plan now is being devised and will 
soon be debated as a means to meet this crucial necessity. 

The scale of the Marshall Plan is continental, and planning 
on a continental scale has never been tried before. My main 
purpose today will be to lay before you certain lines of attack 
which strike me as sound in approaching the problems of 
Europe, but first let me point out certain fundamental facts 
that must be borne in mind. 

No two countries are economically alike and, therefore, 
the task of bringing about economic recovery is never the 
same in any two cases. Look at countries like Belgium and 
Holland, side by side on the southern shore of the North Sea. 
If any pair of countries at first glance would seem likely to 
resemble each other, here certainly are two. But now let me 
recall to you these facts. Belgium was liberated in the summer 
of 1944 and so rapidly that destruction was kept at a mini- 
mum. Holland was occupied until 1945 and that last winter 
of occupation brought the most severe destruction and priva- 
tion of the entire war. Belgium has coal and, largely in con- 
sequence, together with Luxembourg, a well-developed heavy 
industry. Holland has little coal, only recently developed, and 
no home production of iron and steel. The economies of both 
countries have had the benefit of important colonial areas in 
the tropics, the Belgian Congo and the Dutch East Indies, 
but the Congo is so placed geographically that it escaped 
enemy attack and its production, greatly stimulated by war- 
time demands, has continued uninterruptedly. On the other 
hand, the Netherlands Indies fell under the control of Japan, 
destruction has been widespread and the resulting political 
difficulties remain to be fully solved. Further facts might be 
stated but these will suffice to show why Holland’s position 
is more difficult than that of Belgium and why the needs of 
these two countries differ greatly. 

Certain other countries are faced with great problems 
peculiar to themselves and not shared by others. Such are 
Great Britain and the Western zones of Germany, to name 
the most obvious cases. It is impossible to deal with them 
separately in the half hour or so at my disposal. Let me 
rather try to sketch in barest outline the problems which 
faced, in widely varying degrees at the close of hostilities, 
most of the countries which accepted the invitation of the 
French and British Governments to meet at Paris and to 
draw up a statement of their needs which would remain un- 
filled after giving effect to the greatest possible measure of 
mutual aid. 

War inevitably leads to inflation. There are either military 
expenses to be met or the so-called expenses of occupation 
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imposed by the enemy. Both involve immense programs of 
government borrowing, leading to great expansion in the 
volume of circulating currency and credit. In modern war, 
production is forced to its maximum, employment and wages 
rise to greater heights than ever before, but the goods made 
available to the public are usually decreased. Let me start 
with the money side of inflation. The vast funds raised by 
the government through borrowing are paid out in large part 
to manufacturers, railways and others. The largest single 
item to which this money is applied at the next stage is wages 
and salaries. Some part of it goes on to other manufacturers 
and producers of raw materials, but they in turn must pay out 
the greater part of what they receive as salaries and wages. 
Balances held in the first instance by the national treasury 
make their way rapidly into the pockets of the public and 
increase greatly the capacity of people to buy things; that 
is, purchasing power. 

Turning now to the goods and services aspect of the 


; question: It was found early in the war that almost every 
industry could produce something needed for the national 


effort and was called upon by the government to do so. It 
might be anything from battleships to bandages. The output 
of goods for the consumer, what individuals wanted for their 
own use, was cut to a minimum. The authorities in control of 
raw materials and essential supplies sent them where they 
would be used to make arms and military supplies, not articles 
for personal use. 

These two factors—oversupply of money and undersupply 
of goods—gave rise to increasing inflationary pressure—the 
demand of the public with more money to spend each week 
for goods of all sorts, demand far in excess of the strictly 
limited supplies. The natural effect would be to push prices 
sky high, and to check this tendency rationing and price 
controls are introduced. 

But when money can no longer be used to buy freely what 
people want, it becomes less useful to have, and public dis- 
trust develops as to the continuing value of money. Such lack 
of confidence gives rise to an artificial demand for useful 
and durable articles and to hoarding by producers and con- 
sumers alike. Barter tends to replace the normal process of 
purchase and sale. Because of the great shortage of goods 
in Germany, these effects are most easily seen there. A man- 
ufacturer in Frankfurt told me last June that he estimated 
less than 10 per cent of his product was bought for money 
at the final stage of distribution. At one time in Germany 
during the war, coffee became far more effective than cur- 
rency as a means of obtaining merchandise, and we have 
all read of how cigarettes became a medium of exchange in 
that country after it was taken over by the Army of Occu- 
pation. Elsewhere things have moved in the same direction 
without as yet going so far, except in Hungary, but the point 
has been reached where those who have goods to dispose of 
prefer barter to sale. 

Barter is such a laborious process, however, that many 
short cuts are found—coffee and cigarettes, as I mentioned. 
But without money which everybody accepts unquestioningly 
as the effective means of satisfying his own wants, the flow 
of merchandise and commodities in the organized channels 
ot trade cannot and does not take place. 

The combined effect of the war effort and inflation on gov- 
ernment itself leads to further difficulty. The administrative 
organization in point of both men and measures must be very 
much extended and expanded. Aside from armies, navies and 
air forces themselves, many thousands of office workers are 
needed for the countless detailed tasks which have to be per- 
formed by the organizing and supervising departments of 
government. Who can begin to remember all] the alphabetical 
organizations required in our own case? This must all be paid 
for and leads to a similar growth of staff in treasuries and min- 
istries of finance. New sources of revenue have to be found, 
new taxes devised, enacted and administered. 

Inflation creates immense difficulties, but there are others 
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- - e On European Recovery 


“Europe is producing, but not enough 
to provide a living for its people at rea- 
sonable standards, not enough to be pros- 
perous. Unless Western Europe, with its 
population nearly twice as great as our 
own, is prosperous, the world as a whole 
cannot be prosperous.” 
~—From speech by Thomas H. McKittrick, vice presi- 


dent, Chase National Bank, at National Foreign 
Trade Convention, St. Louis, Mo., Oct. 20, 1947. 











which arise directly from the war effort itself. When industry 
is called upon to produce, wherever possible, materials of 
war, and the man power not employed in occupations es- 
sential to the prosecution of war is drafted into the armed 
forces or other essential work, it is inevitable that supplies of 
all sorts, raw materials, semimanufactured goods, the end 
products of industry for all purposes other than war should be 
reduced almost to the vanishing point. Even in war industries, 
stocks of all materials and supplies were held as low as the 
requirements of continuous production would permit. Al- 
though the United States felt the effects of war decidedly less 
than most belligerants, and vastly less than some, we all know 
that many articles of clothing could be obtained only with 
much difficulty until quite recently and so-called consumers’ 
durables—automobiles, refrigeration and so forth—are still in 
short supply. Household repairs are still difficult to get done 
and priorities remain in force for certain building materials. 
Months are needed for deliveries in some lines, like agricul- 
tural machinery. And in the other belligerent countries, short- 
ages are far more serious than with us, hampering the growth 
of produciton at every turn. 

A further problem arose from the effect of all-out war ef- 
fort on industrial and other plant. It was left badly suited to 
the needs of peacetime economy, if not actually useless for 
such ends, and certain categories of capital goods were in 
many cases lacking entirely, or nearly so. This situation 
arose from the conversion of plants to war purposes, in- 
adequate maintenance because men and materials could not 
be spared from direct production, destruction through shell- 
ing and bombing, the final wearing out of machinery through 
prolonged intense use (with the best of maintenance ma- 
chines do not last indefinitely), confiscation and removal 
from occupied countries of such things as railway rolling 
stock, automobile trucks, shipping on both the high seas and 
inland waterways and so forth, to say nothing of entire fac- 
tories which were packed and: shipped to industrial centers 
of the occupying power to make good its own losses through 
bombing and overuse. 

All this taken together is bad enough. But when, in addi- 
tion, a country had been occupied, or the tide of battle had 
passed over its territory not only causing destruction and dis- 
organization on all sides but dividing the country in two, or 
attacks from the air had disrupted transport and communi- 
cation, a state bordering on chaos was produced. 

This is the point from which recovery had to begin. That 
production in many countries and many diverse industries 
has been raised to the extent I explained a few minutes ago 
is a splendid achievement, and it deserves our admiration. 

Under such circumstances, we cannot be surprised that 
governments, finding themselves restored to power and re- 
sponsibility, addressed themselves first to the task of restoring 


production and providing once more the peoples’ means of 
livelihood. As I have already said, in this direction a highly 
commendable measure of success has been attained, but the 
task of restoration and reorganization has been so vast that 
many of the essential processes necessary to the ordered life 
of a modern state have not yet been dealt with. Food, cloth- 
ing, shelter, fuel and a minimum of raw materials naturally 
took precedence over the reorganization of the fiscal system in 
a large majority of cases, not only for the reasons stated but 
because those in office were faced by political difficulties and, 
to retain popular support, the relief of physical hardship had 
to be put first. 

In certain cases, public finance has received prompt and 
effective attention, and where this occurred, there has been 
avoided what constitutes today a major problem elsewhere. 
The end of hostilities failed in many cases to bring an end to 
the inflation and, next to the loss of life and the impoverish- 
ment of society through the destruction of property, inflation 
and its effects are to my mind the most serious consequences 
of war. 

Now, what is the position of a government whose country 
has reached a state resembling in substantial measure that 
which I have described? From all sides come demands that 
the budget should be balanced, but this has probably become 
impossible. High tax revenue depends upon a large volume of 
industrial, agricultural, and other production, with its 
products finding their way freely to users and consumers. 
Hard-pressed treasury officials complain that production and 
trade must be restored before they can collect the revenue 
necessary. But government must continue its activity, and the 
expenses must be paid. This, in the absence of adequate 
revenue, can only mean further inflation, which more and 
more impedes and discourages active and normal business. 
It is a vicious circle which must be broken. If this is not done, 
a complete currency collapse will in time occur. Many of you 
will recall how the German mark fell between 1914 and 1924 
from about 24 cents to a point where small change was mil- 
lions, and the new mark created under the Dawes Plan was 
introduced in exchange for a billion of the old ones. Things 
have gone to that length in only a few cases, however, and 
foreign intervention at an earlier stage proved successful in 
the case of Austria after the First World War. Under the 
Austrian plan worked out by the Financial Committee of the 
League of Nations, money was provided to cover the budget 
deficit during the period needed to introduce fiscal reforms 
and bring the budget into balance. 

I have taken so much of your time in talking about inflation 
and its effects because of their importance and because this 
subject is sq little understood in its connection with the prob- 
lem of economic reorganization. It is easy to see that, to pro- 
duce steel bridges for instance, there must be blast furnaces 
to convert ore into pig iron, other furnaces to change pig iron 
into steel, rolling mills, fabricating shops and so on. It is easy 
to see that to transport goods by rail, locomotives and freight 
cars are needed. But it is not so easy to see that, for the com- 
plicated economic life of a modern industrial nation to con- 
tinue under its own power, to sustain itself without assistance 
from foreign sources, there is needed stable money in which 
people have confidence, and for this orderly public finance is 
indispensable. By that I do not mean that all government 
expense must necessarily be covered in full by tax revenue, 
although that is highly desirable, but, if borrowing is neces- 
sary, the money should come out of genuine savings and not 
from an inflationary expansion of bank credit. 

With that I have perhaps succeeded in giving you some 
idea of the state of affairs to which the Marshall Plan, if it 
takes practical form, will have to be addressed. The specific 
purposes to which the assistance granted is to go can now be 
considered. But let me stop for just a moment to say that, in 
using the term “Marshall Plan,” I have in mind only the pur- 
pose of reconstruction. Conditions may require emergency 
relief measures to tide over a period before all the plans which 
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must precede reconstruction can be worked out. As I am using 
the expression, “emergency relief” does not constitute a part 
of the Marshall Plan. Let us then look at the ends to which 
assistance in money or in goods and commodities should be 
directed in order to bring about reconstruction at this time. 

The list could be set out as: 

Food 

Supplies and raw materials including fuel 

Capital goods—and finally a certain quantity of 

Money 

The need for food is obvious. Western Europe is now cut 
off from Eastern Germany and the Danube Basin, two regions 
which in the past regularly provided large quantities. Until 
new sources can be developed, Europe can turn only to 
America. The drought of last summer has aggravated the 
shortage. Still, human beings must eat and so must animals. 
In certain countries, such as Denmark, the needs of mankind 
can be largely met from domestic sources, but the cattle in 
the highly developed Danish dairying industry require for 
full production concentrated high-protein foods in the form of 
oil cake of various sorts from abroad. Much the same is true 
of Switzerland. Let us think of food as needed by both man 
and beast, although feed for livestock might perhaps equally 
well be considered a raw material. The total requirements of 
foods and feeding stuffs during the 12 months ending June 30 
next are stated in the Paris report as 41,300,000 tons. 

To describe the second item, I used the expression “supplies 
and raw materials including fuel.” In addition to labor applied 
through tools and machinery to convert raw materials into 
countless manufactured articles, a variety of supplementary 
materials and commodities are needed in order to carry 
out the processes of industry, agriculture and so on—fuel 
from which power and light as well as heat are derived, lubri- 
cants, abrasives, fertilizers, dyes, finishes, and dozens more. 
Then there are the raw materials themselves to be turned into 
finished products. The expression I used, “supplies and raw 
materials including fuel,” covers a multitude of items which 
constitute the bulk of what is needed, in addition to plant, 
in order to increase production. The estimated value of this 
category of imports for the period 1948-1951 is given in the 
report of the recent Paris Conference as $17% billion. This is 
the figure for total imports which substantially exceeds what 
the United States is asked to furnish. 

But here an important point arises. The cost of all factors 
necessary to production, except labor, do not, speaking very 
roughly, come to more than 60 per cent of the value of the 
finished product. This varies, of course, from one industry to 
another, but the figure of 60 per cent is a fair average and 
will serve the purpose of illustration. That means, even if 
everything except labor comes from abroad, only 60 per cent 
of the finished merchandise need be exported to replace the 
supplies and raw materials utilized. The remaining 40 per 
cent of the finished product can remain for the home market 
after the amounts due abroad for raw materials have been 

aid. 
_ Then we come to the third item: Capital goods. I spoke 
earlier of how the capital equipment of Europe had suffered 
through destruction, through being inadequately maintained 
and being worn out, and through physical removal. In the 
first instance, this must be made good, but the Paris report 
goes further and gives estimates for the modernization of 
European industry. Electricity and petroleum products will 
be needed in much larger volume than before the war. To this 
end, the proposal is to expand electrical generating capacity 
by 25 million kilowatts, or by two thirds, and that of oil re- 
fineries to two and one-half times prewar capacity. These 
strike me as big undertakings, but that impression loses 
much force when one realizes that today the United States 
is using four times as much fuel and power per capita as 
Europe. Before the war, American consumption was two and 
one-half times that of Europe. The plan would expand oil 
refining more than any other industry but would bring per 
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« « e On Hope and Confidence 


“The Marshall Plan is directed to the 
cure of economic ills, but it has a second 
equally important purpose, to restore hope 
and confidence to millions of suffering hu- 
man beings so that they may again feel 
the comfort of well-being and enjoy the 
blessed sensations of peace and happi- 
ness.’ 

—From speech by Thomas H. McKittrick, vice presi- 


dent, Chase National Bank, at National Foreign 
Trade Convention, St. Louis, Mo., Oct. 20, 1947. 











capita consumption in Europe up to only one sixth of what 
it is today in the United States. Probably no further com- 
ment is needed on this point, which leaves us with only the 
final and most difficult topic of Money. 

Perhaps you will remember that, when referring to war- 
time and postwar inflation, I mentioned the need of funds to 
cover the expenses of government during the period neces- 
sary to reorganize government finance. Where is the money to 
come from which will enable a national treasury faced with 
insufficient revenues to meet its current requirements? In a 
number of countries, this money is being made available in 
the form of direct or indirect advances at regular intervals 
from the central bank and this, of course, strengthens the 
forces of inflation. 

How can this be stopped? The reconstruction program 
itself presents the chief opportunity to do so. When any 


_form of needed goods, supplies, or commodities are received 


in a country requiring assistance, they should be sold to 
those who are to use them or distribute them further. This is 
facilitated by the fact that, under conditions of inflation, 
there is an abundance of liquid money in circulation. The 
proceeds of such sales being received by the government 
should make it possible for drafts on the central bank to be 
greatly reduced, or stopped, without great delay, and the 
primary direct cause of inflation will have been eliminated. 
Drastic measures of economy may also be needed, but noth- 
ing is more important in a program of economic reconstruc- 
tion than to check, as promptly as possible, the use of cen- 
tral bank credit to meet current government expenditure. 
Thus, the vicious circle, previously described, can be broken 
and the expansion of the credit structure checked. The un- 
dertaking of the French Government to balanve its budget, as 
given in the Paris report, is an immense step in the right di- 
rection. 

There are, however, needs. for money outside the domestic 
economy. The havoc of war and inflation have led to the 
so-called “dollar shortage,” meaning the exhaustion of work- 
ing balances in hard currencies, particularly United States 
dollars. These balances must be reconstituted, and funds for 
that purpose must be provided. 

In addition, the question of currency reserves must be 
dealt with. Until some reasonable degree of economic stability 
can be attained, it will remain impossible to see clearly what 
patterns in the field of international monetary relationships 
will result from the play of economic forces under postwar 
conditions. It is likely, however, that gold will continue to be 
used to settle international balances. This went on during the 
war, and it goes on today. Gold currency reserves have by 
no means disappeared outside the United States, but in cer- 
tain places they may need to be strengthened. This is another 








purpose for which money outside the domestic economy of a 
badly weakened country may be needed. 

I have tried to trace in outline, first, the economic effects 
of war in the countries most severely stricken and to describe 
the imperative needs to be met in the course of reconstruction. 
Secondly, I sketched the means of meeting these needs and, 
finally, sought to explain how money entered the program 
and the ends for which money needs to be used other than 
for the purchase of merchandise and commodities and the 
payment of incidental costs such as shipping, insurance, stor- 
age, rent, salaries and so forth. Now I want in closing to call 
to your attention the major general objectives to which the 
minds and efforts of those engaged in such efforts as these 
must be directed and how the steps suggested will lead to 
their attainment. 

First, production: Obviously, a country must seek to make 
use of all it has in men, plant and natural resources. The steps 
suggested the delivery of supplies and raw materials needed 
to set the process in motion and to sustain it for a time. In 
addition, the provision of plant to extend and improve pro- 
duction was proposed. But production will not take place and 
goods produced will not pass into channels of trade unless 
steadily and rapidly mounting prices can be halted. 

The second major objective is a stable price level. The same 
thing can be said by stressing the necessity for a stable value 
of the currency. I do not mean to imply that a stable level of 
prices is less important than full production. Reasonably stable 
prices are perhaps the core of all that we seek to accomplish. 

Having once reached a reasonably steady level of prices, 
it becomes possible to relate it to the price levels of other 
countries and to fix exchange rates which accurately represent 
the relative values of currencies; that is, the exchange rates 
which do not unduly favor or obstruct either exports or 
imports. 

As a fourth objective, let us look at wage rates. Having 
checked the inflationary spiral and steadied prices, an equi- 
table level of wages can be worked out high enough to main- 
tain a large volume of purchasing power in the hands of the 
working population but low enough to allow the employer the 
profit to serve as his incentive to produce. 

The question is bound to arise: How can all this be accom- 
plished without interfering with the domestic policies of the 
countries concerned? Would it not require intervention, which 
is contrary to the policy of our government? I do not think so, 
and I hope I can make this point clear. ce 

The first suggestion of what the world has come to know 
as the Marshall Plan was contained in the declaration made 
by the Secretary of State at Harvard on June 5. These words 
bear directly on that point. The Secretary said: “The initiative, 
I think, must come from Europe. The role of this country 
should consist of friendly aid in the drafting of a European 
program and of later support of such a program so far as it 
may be practical for us to do so.” Those words indicate only 
a disposition on the part of this country to co-operate in the 
preparation of a plan and—using Secretary Marshall's words— 
“so far as it may be practical for us to do so,” to support the 
plan so worked out. 

Sixteen countries, in response to this suggestion, have now 
put forward a plan which seems to cover all the points which 
I have taken up. I cannot imagine an approach to a critical 
situation or a response to such an approach which disclosed 
less a spirit of deliberate intervention. 

There is just one more point I wish to make and with that 
I shall close. In certain parts of Europe, food is woefully de- 
ficient and fuel for purposes of comfort almost entirely lack- 
ing. And there is open to the unfortunate people of such areas 
no means whatever whereby they can improve their condi- 
tions of life and alleviate their sufferings. Under such con- 
ditions, it is inevitable that their output falls far below that of 
individuals leading normal, happy lives. Discouragement and 
hopelessness render them incapable of sustained effort. “With- 
out hope the people will perish.” 


The Marshall Plan is directed to the cure of economic ills, 
but it has a second equally important purpose, to restore hope 
and confidence to millions of suffering human beings so that 
they may again fee] the comfort of well-being and enjoy the 
blessed sensations of peace and happiness. Once restored to 
a state approaching what we would call normal, they will be 
able to make their contribution, as producers and consumers, 
to the welfare of us all, ; 





The International Bank and the World’s 
Need for More Production 


By Robert L. Garner 


UT OF HIS LONG EXPERIENCE in problems of international 

finance, Tom McKittrick has given us a most able anal- 
ysis of the European situation. With this as a background, I 
shall tell you something of the operations and policies of my 
institution, the International Bank for Reconstruction and 
Development, and discuss its relationship to the problem of 
rebuilding production, trade and financial stability in Europe. 
I shall also touch on the related subject of development of 
some of the resources of other parts of the world. I trust that 
you will bear with me if, to some extent, and for purposes of 
emphasis, I tread on ground covered by the previous speaker. 

The Bank is now an operating institution, and I believe 
that it is proving to be an example of practical international 
co-operation. After considerable delay, it is now performing 
the work for which it was created, the making of loans for 
productive purposes. Our Second Annual Governors’ Meeting 
was held in London last month and was attended by the 
finance minister or some comparable official of each of our 
45 member nations. This stockholders’ meeting was handled 
expeditiously, carried out its scheduled program of formal 
action and provided an opportunity for useful informal dis- 
cussion and exchange of views. 

Our directors, now 13 in number, have been giving con- 
scientious and intelligent attention to the work of the Bank, 
acting on matters of policy, loans and other major problems 
quite in accordance with the general role of corporate direc- 
tors. These men of different nationalities and diverse interests 
and viewpoints have given splendid backing to the manage- 
ment, and there has never been a formal division in the board 
on any question on which it has acted. This is not to infer 
that there are no differences of opinion. We have frank and 
sometimes spirited discussions and a thorough consideration of 
various points of view, but up to now it has always been 
possible to arrive at decisions which have received the full 
support of the board. 

Our staff now consists of about 370 men and women of 
20 different nationalities. They include a remarkable diversity 
of training and experience who are working together with 
businesslike efficiency. As you know, John J. McCloy, 
formerly Assistant Secretary of War, assumed the presidency 
in March, and I became vice president and the general 
manager. 

Since May of this year, the Bank has made four loans— 
$250 millions to France, $195 millions to the Netherlands, 
$40 millions to Denmark and $12 millions to Luxembourg, a 
total of $497 millions. These loans are for the purpose of 
supplying equipment and materials to increase production. 
They are providing urgently needed supplies and should be of 
substantial aid to the borrowers in building up their output 
of goods. 

We have provided for close supervision in the disbursement 
of funds, making payments only against carefully checked 
documents. Furthermore, our representatives in the borrowing 
countries are closely checking to insure that the goods pur- 
chased with our funds are actually used for the productive 
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purposes agreed upon. In this manner, we are taking care to 
avoid some of the unhappy experiences of certain foreign 
lending in the past, whereby proceeds of loans were used for 
nonproductive purposes or otherwise diverted. 

One of the interesting elements of our loans are provisions 
that the Bank be supplied with a flow of pertinent information 
regarding the economic situation and developments in the 
borrowing countries, and for continuing consultation between 
the governments and the Bank on financial and economic 
matters. I am frank to say that it was not easy to get these 
principles of supervision and consultation accepted in our 
earlier negotiations. However, they have been accepted on the 
sound ground that the Bank is a co-operative international 
institution in which the borrowing members have both a finan- 
cial interest and a voice, and that the Bank can therefore 
properly exercise these functions without infringement on the 
national sovereignty. 

We are now in various stages of discussion with other mem- 
ber countries regarding their economic and financial plans. 
It is our belief that we can be of practical assistance to many 
of our members in the study of their economic problems and 
in helping to develop realistic programs of reconstruction 
and development. In general, it will be our policy to assist 
in the diagnoses of problems and the development of broad 
plans. As to the detailed working out of such plans, such as 
a revision of the tax structure or the development of a power 
project, we will be prepared to advise the member govern- 
ment on the selection of private technicians, engineers or 
other experts. 

Without taking time to go further into this aspect of our 
operations, I can summarize by saying that it is our hope 
that the Bank can be a constructive influence in promoting 
sound economic and financial measures and that it can supply 
practical aid and advice with respect to both policies and 
techniques. 

On the other hand, it is essential that we reorganize the 
Bank’s limitations. There has been much misconception that 
the Bank has $8 billions of funds at hand out of which to 
make loans. The facts are these. The subscribed capital of all 
the 45 member nations does add up to something in excess of 
the equivalent $8 billions. However, only 20 per cent of this 
is paid in or ever will be paid in for the purpose of making 
loans, and of this paid in capital only about $725 millions is 
in United States dollars. This is significant because, as I am 
sure you realize, the present demand is almost entirely for 
dollars to buy goods primarily in the United States. Further- 
more, we can lend our capital only with the consent of the 
nation whose currency is involved. Today, unfortunately, 
there are few countries other than the United States which 
are in position to give such consent. With the exception of 
the equivalent of $2 millions of francs made available out 
of its subscribed capital by Belgium to cover the purchase 
of railway equipment by Luxembourg, all of the loans that 
we have made up to date have been in United States dollars. 

In order for the Bank to obtain additional dollars for the 
purposes of lending, we must sell bonds to private investors 
and, under existing circumstances, predominately to investors 
in the United States. As you may recall, we sold our first issue 
of $250 millions of bonds in July. 

The bonds of the Bank have behind them, of course, all of 
our assets, including our loans and the unqualified right to 
call upon all of the member governments for the unpaid 80 
per cent capital subscription. We have tried to make it abun- 
dantly clear, but it bears repetition, that in the event it is 
needed to meet the Bank’s obligations, the United States 
Government is committed up to a total of $2% billions, irre- 
spective of whether the guarantee is met by any other mem- 
ber nation. Thus, up to this amount, the bonds of the Bank 
are covered by the full faith and credit of the United States. 
Without in any way inferring that the obligations of the other 
members will not be effective, we recognize the fact at the 
present time the American investor is looking primarily at the 
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protection provided by the obligation of his own Government. 
Based on this obligation, it is now possible for the investor 
in America to make his funds available for world reconstruc- 
tion and development with adequate protection. 

We are conscious of the question in many minds as to 
whether the Bank will have resources sufficient to do its proper 
job. In this connection, it was an obvious misconception to 
believe that any one institution could provide all of the funds 
necessary to repair the damages of war and develop the un- 
tapped resources of the world. Furthermore, we must recog- 
nize that the present situation is more acute than could have 
been foreseen when the Bank was created at Bretton Woods 
in 1944. Not only was the physical destruction greater than 
was realized, but the dislocation of production, trade and the 
very life of hundreds of millions of people has been more pro- 
found and widespread. | 

Recovery would have been difficult enough if, when the 
fighting ceased, the world could have united in its efforts for 
recovery. Instead, there is a deep and virulent division, with 
the Soviet bloc in opposition and hostile to almost every effort 
which is being made outside its area to rebuild productivity, 
trade and stability. 

And, finally, much of the current disappointment at the 
pace of recovery, including criticism in some quarters of the 
limited amount of loans made by the Bank, arises from the 
fact that many hopes were too high; that it was too much to 
expect that it would be possible to foresee and provide for 
quick recovery from the most destructive war in history. We 
should not lose sight of the fact, which Tom McKittrick has 
mentioned, that it took seven or eight years after World War I 
for Europe to reach a reasonable restoration of its industrial 
and agricultural productivity. 

In addition to what the previous speaker has said regarding 
the needs of Europe for food, for materials to run its indus- 
tries and for the restoration of financial stability, I would like 
to emphasize a few additional factors affecting recovery. 

Man power is a bottleneck in Europe. There is a shortage 
of labor to perform the urgent tasks. This shortage could be 
met in part by more efficient utilization of labor, by reduc- 
tion of the number of people unnecessarily employed in gov- 
ernmental and other nonproductive pursuits and by a greater 
mobility of man power, in part across national borders. Moves 
toward the solution of this problem must be made by Europe 
itself; the problem cannot be solved by loans from America. 

The requirements for capital goods to rebuild, modernize 
and expand productive facilities constitute the field in which 
the Bank is most concerned. Even for this category of require- 
ments, our funds cannot be sufficient to do more than fill the 
most pressing needs. The estimate in the Paris report on the 
Marshall Plan is that $3,100,000,000 of industrial capital 
goods are required over the next four years. We have not yet 
gone far enough in our studies to justify an opinion on the 
reliability of this estimate, but we are obvidusly giving close 
attention to it. 

I think we must all realize that the Paris report is merely 
an economic prediction. Covering the period of four years, it 
is necessarily general and lacking in preciseness. The form, 
the timing, the conditions, the means of implementation, all 
must be worked out. In Washington and elsewhere, a tremen- 
dous amount of work is being done on every aspect of this 
problem, and we in the Bank, in close co-operation with many 
other agencies, are attempting to develop answers to the many 
questions. 

At the present time, it is impractical to judge the validity 
of the estimates which have been submitted. Subject to much 
more detailed and continuing studies, I find that most of those 
familiar with the problem are in agreement that Europe re- 
quires substantial assistance if she is to increase production 
and regain stability; that it is essential that the assistance 
rendered be not too little, but that also it not be so much as 
to relieve Europe of making its own maximum effort. Aside 
from the amounts involved, I think it is fair to say that Secre- 
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tary Marshall’s invitation to the European countries to study 
and state their needs and the consequent Paris report are 
something unique in history. No country ever indicated a will- 
ingness to consider doing so much for the general good with- 
out tangible quid pro quo. It is an example of positive leader- 
ship based, I believe, on the realization of America’s vital 
self-interest in world recovery. It is noteworthy to contrast this 
attitude with that which existed after World War I. 

On the other hand, I think Americans should recognize the 
accomplishments of the Paris Conference in agreeing upon a 
frank analysis of Europe’s economic ills, and of facing up to 
the steps which Europe must take to correct them. Skeptics 
may say that these are merely pious expressions of good in- 
tent, without evidence of determination to put them into 
effect. Realists certainly will demand that the undertakings 
be put in more concrete form and that specific action by the 
European countries individually and collectively to carry 
them out must accompany the granting of aid. But with all 
these qualifications, it seems to me that real progress has 
been made on both sides of the Atlantic towards facing up to 
the gravity and realities of the situation. 

Perhaps, in the last analysis, the success or failure of the 
Marshall Plan, the recovery of Europe, the chances of an 
escape from another war and the security and well-being of 
America depend on intangible factors. Will there be the bold 
and constructive leadership both here and abroad to meet and 
solve an unprecedented problem? Will the people of America 
grasp the basic issues, will they have the maturity and firm- 
ness to unite behind their leaders, not in an emotional splurge 
of generosity but in a determination to adopt and follow 
through a consistent, realistic policy? This will probably not 
bring them gratitude and thanks but criticism from many 
quarters and an attack on their motives. This is hard for 
Americans because they wish to be liked, they want to be 
good fellows, they welcome a pat on the back. But they can- 
not afford to be swayed from their determined course by 
irritation at harsh words directed at them by those who are 
ignorant or hostile. Leadership cannot always be popular, but 
it must be effective. 

For the people of Europe, the test is even more difficult. 
After a terrible battering in two world wars and a difficult in- 
terval between, they are poor, weary and discouraged. Will 
they respond to America’s aid by working harder, by contin- 
uing sacrifice, by willingness to pull together? Will their 
leadership have the vision and courage to take the hard 
measures necessary to increase production, to move towards 
financial and political stability, to discard some of their 
traditional methods and to lay aside some _ national 
susceptibilities? 


I fully concur in the emphasis which Tom McKittrick has 
placed on the urgency of restoring financial stability, on re- 
storing confidence of the peoples in their own currency. 
Without this, no sustained recovery is possible. This is one of 
the most difficult problems of reconstruction. It must be 
worked out in connection with provision for a reasonable min- 
imum supply of food and other necessities of life and for in- 
creasing productivity. In certain countries, it will probably re- 
quire stabilization ‘edits, to back up firm measures of internal 
financial reform. 

To many people, it also seems probable that Western Eu- 
rope cannot attain a reasonable standard of life, irrespective of 
the amount of outside assistance, unless there is a reduction 
of barriers to the flow of trade between the constituent coun- 
tries and greater integration of their economies. Broken up 
into the traditional small trading areas, it is not possible to 
take full advantage of modern technology, and without better 
technology, without full use of the best know-how in every 
line, Europe may not be able to reach an acceptable level of 
productivity nor to produce goods at costs which will be 
competitive in the markets of the world. This is recognized 
in the Paris report; to translate the thought into accomplish- 
ment will be a real test of statesmanship. 

Returning now to the specific role of the Bank, I wish to 
reiterate that the Bank cannot act as a stopgap for emergency 
aid. We cannot provide food and other sustenance items. It 
seems quite clear to us that further large-scale loans for pro- 
ductive facilities must be integrated with what may be pro- 
vided under the Marshall Plan. Even so, the Bank cannot 
supply the funds for all that is required in this category. 
We can only be a trail blazer, attempting to meet the most 
urgent and critical needs, in the hope that in increasing degree 
private capital and industry will step into the picture. I was 
invited to meet last week with a group of New York busi- 
nessmen to discuss how private industry might work with 
the Bank in the development of direct industrial investment 
in Europe and elsewhere. As a result of our preliminary talks, 
we agreed to work together in developing methods whereby 
private investment might participate in some specific recon- 
struction projects. 

We in the Bank realize that we must not permit the urgency 
of European problems to interfere with our activities regard- 
ing the sound development of the resources of our member 
nations whose economies are less fully developed. Of such 
areas, perhaps Latin America is especially important to many 
members of this audience. All of us are aware of the great 
resources of materials—copper, tin, iron ore, timber, oil—to 
mention a few—which in increasing degree are essential to the 
needs of American industry in peace as they proved vital 
during the war. On the other hand, there is a huge potential 
market for imported goods in this area. 

To an even greater extent than in Eurgpe, the amount of 
its own funds which the Bank may have available for loans 
in connection with development in the still economically un- 
derdeveloped lands outside of Europe can only be a small 
fraction of what will be required. Experience shows that the 
sound progress of underdeveloped areas has been the result 
of a combination of their own resources and man power with 
the capital and know-how from the more mature and eco- 
nomically developed nations. Perhaps the most striking ex- 
ample of this is the United States of America itself. It ap- 
pears obvious that Latin America and other undérdeveloped 
areas must rely primarily upon private foreign capital and 
business to assist in their development. 

However, the capital and know-how will not bejavailable 
unless favorable conditions exist. Where, as in the case of a 
number of Latin-American countries, credit has been im- 
paired through failure to meet obligations, steps must be 
taken to restore this credit. These countries must put their 
financial houses in order to create the necessary confidence. 
They must offer a fair deal to foreign capital and manage- 
ment at the same time that they insist that the latter refrain 
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from the exploitation which in the past has not been unknown. 
Perhaps, as an international organization, the Bank may be of 
help to these countries in taking the necessary steps. 

The experience of American business in Latin America and 
elsewhere abroad has been neither all black nor all white. 
Some companies have suffered losses, but many others have 
profited well. In the undeveloped areas, high profits are the 
accepted reward for successful enterprise. 

Unquestionably there has been suspicion, and even hostil- 
ity, towards foreign capital and enterprise in some of the 
Latin-American countries. However, there are signs of reversal 
of this attitude and an increasing desire on their part to 
encourage American business and capital to come into 
their countries on a fair and equitable basis. We in the 
Bank are most desirous of encouraging and assisting in this 
process. 

Certainly there are none in this audience who can ignore the 
critical state of world affairs. It may be no exaggeration to 
say that the problems and perils ahead are greater than 
modern civilization has ever faced. It is easy to yield to fear 
and discouragement. However, it is in the American tradition 
to meet dangers with bold and practical action. The stakes are 
high—perhaps no less than the continuance of private enter- 
prise and the maintenance of our democratic way of life. 





Transcript of Questions and Answers at 
international Finance Committee’s 
Panel Discussion 


bye eee E. HUNTER, vice president of the New York 
Trust Company, and chairman of the International Fi- 
nance Committee, National Foreign Trade Council, pre- 
siding: 

I should like nothing better than to turn the meeting over 
to questions from the floor. 

The mayor [Aloys P. Kaufman of St. Louis] spoke this 
morning about the gloom and the darkness that surround us, 
and I think all speakers before large audiences have all found 
that the lightning which is aroused by questions from the 
floor generally illuminates the whole situation. I would like 
to place the meeting in your hands, but I think—in view of 
the two addresses—that it might be better to ask one or two 
questions that have beén sent up or sent in to us before the 
meeting, as they bear directly upon the two addresses—or 
phases of the two addresses—that have been made. 

I'd like to ask one question of Mr. McKittrick [Thomas H. 
McKittrick, vice president, Chase National Bank of New 
York, and former president, Bank for International Settle- 
ments] which I think will afford him an opportunity for talk- 
ing on another phase of the Marshall Plan which he didn't 
quite cover in his address, and I think he will welcome the 
opportunity. This question was handed to me on the train, 
right after breakfast this morning, so it is in the “early morn- 
ing phraseology,” if you please. 

“What condition should we make before extending aid 
to Europe? I refer to the fact that many returning travelers 
say that European nations are not working, or that their fi- 
nancial policies are most unsound. Should we expect the 
latter to be corrected before we approve, or is it possible 
that, by setting up such conditions, we would give no aid?” 

There’s one for you. You hear it in the press, on the street, 
in elevators and in general life; over the dinner table, too. 
Mr. McKittrick will undertake to tell us something about that. 

Mr. McKittrick: Gentlemen, you don’t want to hear me 
for another half hour, but it would be easy to take that 
much time to really go through, on the whole, what that ques- 
tion implies, but there are two points in it which I think could 
well be given a couple of minutes. 
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The first is the point about Europe not working. The sec- 
ond is the point of how we are to assure Ourselves that 
Europe will play its part in carrying out the four-year pro+ 
gram envisaged by the Marshall Plan. 


Now, first of all, considering this question of “they do not, 


work”—what do we mean by that? Do we mean that work- 
men strike in Europe without a sense of national responsi- 
bility? Because if we do, I’m afraid we’d have this question 
come back to us: “How do you prevent strikes in the United 
States?” We don’t know how over here, and we wouldn't 
be able to give them an answer to that question. 

In modern labor thinking, strikes are permissible under all 
conditions, and, so far as I know, in all the countries of the 
world, and I don’t know what government or what organiza- 
tion has found a way to deal with that problem yet. 

Now if, on the other hand, we mean that the European 
working people are not doing a good day’s job, I would like 
to relate back to what I said at the close of my talk. 

It is woefully difficult, when a man doesn’t see a reward 
for hard work, for him to stick to it, day in and day out the 
year around. They are discouraged. They don’t see where 
they're getting. That is the psychological difficulty. 

Secondly, if we are merely comparing European output 
per man-hour with our own, we are faced with a situation 
which existed before the war. Our very high mechanization 
and our very modern methods have always been ahead of 
theirs. They never have reached the levels that we have, and 
it is interesting in that connection to note that the mod- 
ernization of British industry is one of the foremost points 
that is brought out by the Paris report. 

But perhaps the most significant thing about low produc- 
tion in Europe is another aspect of something that I spoke 
about, which is the lack of regularly obtainable goods that 
the workman can get for his money. 

Now the only practical light that we have on that fact, I 
think, is that efforts: have been made on an experimental 
basis, in the Ruhr, to see if the miners there would mine 
more coal if they were given extra food cards and extra cloth- 
ing cards. It was found, very definitely, that those measures 
produced good results. The production per man shift imme- 
diately went up. 

Now ‘there you get your problem of the output of Euro- 
pean workers directly related to your production problem. 
How can we provide them with what they want? If we pro- 
vide them with what they want, they will feel the money 
they receive as wages will get them what they want, and 
then they will work. It’s another one of those vicious circles. 

Now my own feeling is that the inevitable effect of bring- 
ing about larger production and a more orderly distribution 
of the products of production will be to produce harder work 
on the part of the European workman. In other words, I 
don’t think we have to go after him with a stick and say: 
“You've got to dig so much coal per hour.” I think that by 
getting the stores in the mining towns well stocked with 
goods, the increased production will come about through 
providing incentives. 

Now regarding assurance of performance. That is a ques- 
tion which is in the mind of everybody with whom I have 
had a chance to speak, including the people who are in 
Washington, working on these problems, and all of us who 
are interested in it. I don’t think the question has been de- 
cided yet, but the general view—which I heartily share—is that 
the United States should make separate contracts, agree- 
ments, treaties with each nation which is to be benefited. 
Those treaty arrangements will not be the same in any two 
cases, for reasons similar to those which I tried to point out 
in connection with Belgium and Holland. But there must 
be a plan agreed to in the case of every nation that we 
help, and that plan should be embodied in a formal agree- 
ment. 

The plan should provide for budgetary stabilization, but 
we mustn't forget that you don’t stabilize a budget over- 








night, particularly in a country with a disrupted economy. 
That is a job which should be considered in the light of the 
cases of Austria and Hungary, after the First World War, 
where a planned reorganization did definitely work. It was 
a question that took between two and three years, under 
pretty favorable circumstances. So a scheme of budget sta- 
bilization must be included in any agreement, and then there 
has to be a production program. 

Those are the main things. The question of finding the right 
exchange rates, which will come later on, is not a difficult 
one that needs to be stressed too much, and the business of 
providing what working balances are needed in hard cur- 
rency, so that a country can trade in the world, is just a ques- 
tion of agreeing on the amount. 

Those are the four points which I believe have to be con- 
sidered in every agreement. I don’t believe you can specify 
them more accurately in general terms. 

But then, how are we going to see that the undertakings of 
the European nations are carried out in connection with those 
four matters? I think what we have to do—and most people 
generally seem agreed on this—is to say: “Here’s a program. 
As long as you continue to perform it in accordance with the 
schedules, we'll continue to furnish you with what we have 
said would be forthcoming. If you don’t perform, we don’t 
perform, and then it breaks down.” 

I have no doubt at all in my own mind that with that form 
of approach, the European nations will make the greatest 
effort of which they are capable to carry out the agreements. 

Mr. Hunter: Thank you, Tom. That was a very lucid 
answer. 

Another phase of what people are going to do for them- 
selves is involved in this question, and then I promise you 
we will have one from the floor: 

“According to Debtor and Creditor Countries: 1938, 1944, 
published by Brookings Institution, British long-term invest- 
ments abroad in 1938 totaled £4,582,000,000, or over 
$18 billion at present exchange rates. According to a British 
White Paper issued in December 1945, during the Anglo- 
American loan negotiations, British investments, requisitioned 
or otherwise, repatriated during the war [September 1939- 
June 1945] amounted to approximately $4% billion, not in- 
cluding the securities pledged as collateral for the RFC loan. 
Would it be practicable and desirable for Great Britain to 
pledge part of her remaining substantial long-term foreign 
assets [$2 billion reportedly in the United States] for future 
loans that might be made by the United States Government? 

“Likewise, other Western European countries, which are 
expected to receive our aid, “xe reportedly important owners, 
through their nationals, of substantial American and other 
foreign investments which might be pledged for loans here if 
this is practicable.” 

I will ask Mr. Ward if he won’t undertake to answer that. 

WILBERT Warp, vice president, National City Bank of New 
York: The question is here propounded as to whether it would 
be practicable and desirable for Great Britain and other West- 
ern European countries which are expecting to receive grants 
or loans from us to pledge as collateral the holdings of stocks, 
bonds and other assets in the United States which they have 
acquired or can acquire by expropriation from their nationals 
who presently own them. 

It is a fair suggestion that countries which call on us for aid 
should first make reasonable use of their own realizable assets. 
Those assets include not only their own gold and dollar and 
other hard-currency holdings in excess of those needed for 
effective currency reserves, but the gold, hard currencies and 
securities held by their own nationals both at home and 
abroad. About this there can be no reasonable difference of 
opinion. The questions are: What and how? 

What is the value of the collateral we are discussing and 
what proportion does it bear to the size of the problem? As 
the proponent of the question points out, the British requisi- 
tioned or otherwise repatriated during the war approximately 


$4% billion of securities, not including those pledged as col- 
lateral for the RFC loan. I accept the questioner’s estimate 
that a possible $2 billion of British assets may remain today. 
So, as far as Great Britain is concerned, we are talking in 
terms of a possible $2 billion in collateral to be pledged for 
any loans additional to existing commitments, including the 
$3% billion financial agreement. 

With respect to the Western European countries, my 
guess, based upon Department of Commerce statistics, is 
that Western European holdings of stocks and bonds in the 
United States are around $2,200,000,000. 

It is guessed that dollars hoarded in Western Europe ag- 
gregate between $1 and $3 billion; gold between $2 and $4 
billion. Unless these nations can immediately locate and de- 
liver the securities, cash and gold hidden in their own 
domains, the total collateral immediately available for the 
pledge we are talking about for Western Europe does not 
much exceed $2 billion; and the pledge is subject to certain 
difficulties which I will presently discuss. In any event, as 
these countries have estimated their needs from us to be in 
excess of $30 billion, (and even with the screening to which 
they have been subjected have not been reduced below $20 
billion) the collateral we are discussing bears a small pro- 
portion to the size of the projected loans. As some of these 
countries have other debts to public institutions and private 
foreign investors, there is involved in the use of this collateral 
the question with which we as bankers are familiar as to the 
propriety of one debtor seeking security while the others 
remain unsecured, so long as there is not enough collateral 
to go around. 

Unlike the British assets which were not blocked by our 
Foreign Funds Control, the assets in the United States of 
the nationals of the Western European nations were in- 
cluded in the Foreign Funds Control blocking which, at the 
outset, aggregated approximately $8 billion. About one half 
were of the countries with which we are presently con- 
cerned. Through relaxation of the controls, that amount has 
now been drawn down to less than $2 billion and consti- 
tutes the bulk of the $2,200,000,000. 


Now that we know what we are talking about, i.e., $2,200,- : 


000,000 assets, the bulk of which are still owned by the 
nationals of the countries concerned and still to be released 
from our Foreign Funds Control, we can talk about “when.” 
These assets constitute the seed corn of private enterprise. 
The funds by which individuals in these countries can re- 
establish funds are “refugee” money. Most of the “refugee” 
money has long since been released in accordance with the 
Treasury policy of putting it at the disposal of the owner 
once he has domiciled himself in the United States. What 
we are dealing with is mainly the assets of the nationals who 
remained at home, and it is fair to assume that these are 
funds which they had accumulated and were using in their 
own private dealings in the United States. For us to encourage 
the expropriation and use of these foreign assets in the state 
trading operations of the Western European nations is to en- 
courage a movement diametrically opposed to that for which 
we have been fighting in Geneva at the International Trade 
Conference. Is it not more in keeping with the whole phi- 
losophy of our program for economic collaboration with 
friendly nations to postpone the utilization of these assets 
until the time when their employment will work toward 
the resumption of private trade between the business in- 
terests of the countries concerned? 

The final question is: How are these assets to be put to 
use? Shall we, as one commentator has put it, seize and use 
“in the national interest” the assets in the United States of 
friendly nations? Certainly, from the viewpoint of the own- 
ers, that is a proper characterization of what is proposed. The 
fact is that, while we know the identity of these assets, the 
countries of which the owners are nationals largely do not. 

For various reasons, the owners have been reluctant to 
report this property to their own governments. Some small 
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proportion of this reluctance may stem from the fact that 
there may be an enemy interest in them, which, if disclosed, 
would result in their being vested by our Government by 
virtue of the provisions of our Trading with the Enemy Act. 
Another possibility is that those funds were fugitive from 
various laws with respect to taxes, requisitioning and the like. 
But the preponderant reasons for this reluctance, in my 
judgment, were neither of these. One was that conversion of 
dollar assets into local currency at the artificial and un- 
realistic rates presently in force would result in the im- 
mediate confiscation of the bulk of their value. The other 
one was that the surrender of these assets to countries which 
had undertaken national policies inimical to private prop- 
erty would mean the loss to the owners concerned of the 
“seed” money by which they could alone hope to re-estab- 
lish themselves ultimately as private traders. 

I do not intend to outline or discuss the technical argument 
by which it is suggested that our Alien Property Custodian, 
by making the violent assumption that the reluctance to 
declare property stems exclusively from what is by all odds the 
smallest factor, should vest all undeclared assets as enemy 
property. One commentator characterizes the hesitation of the 
Secretary of the Treasury to take this step as “timid.” It is 
not likely that property holders the world ‘round would so 
characterize it. They would be more likely to regard it as 
of a boldness comparable to that displayed by Hitler in 
marching into their countries in an attempt to apply their 
property to his cause. Foreign Funds Control was instituted 
to prevent him from attaining that objective. In the words of 
Senator Connally, at the time Congress ratified the Control, 
it was intended to confirm 

“An international belief and an international faith in 
the integrity of the United States Government, that it ° 
will protect and safeguard and secure the property even 
of aliens that is legally and lawfully in the United States.” 

Is this action, initiated by a process consistent with 
our conception of individual property rights, to be termi- 
nated by an action which can be defended only in the 
language employed by adherents to the police state? 
To do that would be to make a mockery of the assurance 
of protection we gave foreign investors, who in the past 
have contributed so much to the development of the 
United States. 

There is a better solution. That solution is to continue the 
protection we extended in 1940 until not simply the period 
of war but of postwar adjustment has progressed far enough 
to permit these funds to be released by democratic processes 
back into the channels of private trade. By so doing we wil 
most assuredly achieve what we all agree is desirable, i. e., the 
application to rehabilitation of the Western European econ- 
omy, in the most effective fashion, of the remaining available 
assets of those countries. ) 

Mr. Hunter: Now if we could have some stimulating ques- 
tions from the audience, I think we'd have a really lively 
session. 

WALTER HARNISCHFEGER, president, Harnischfeger Cor- 
poration, Milwaukee: I'd like to preface my remarks by saying 
that, in my opinion, this country can ill afford to loan more 
than $2% billion, or 10 per cent of the $25 billion budget in 
this country. 

Now assuming we proceed on the Marshall Plan, I would 
like to get a little idea of the mechanics that are proposed. 

The man who talked about the World Bank brought out 
certain restricting limitations, in that we are practically the 
only country that is able to borrow, and I asked myself the 
questions: “How are the funds going to be dispensed?” and 
“Are we going to have a sort of state trading institution, or is 
there some plan that is going to be allowed whereby the econ- 
omy can be brought back into private channels of underwrit- 
ing bankers with these funds that are to be dispensed?” 

Mr. Hunter: I don’t believe that Mr. Harnischfeger’s ques- 
tion can be categorically answered, or answered in detail. 


38 © WORLD REPORT 


According to the discussions that I have participated in or 
have heard, the actual use of the funds will be through priv- 
ate channels as far as possible. I mean that is the policy of 
the United States, I believe. The question of whether the 
foreign governments will, in all respects, abandon their pur- 
chasing missions is, I think, still unsettled. I believe that the 
whole program is now being discussed more in broad, general 
lines, without getting down to the details. 

As Mr. McKittrick pointed out, the main portion which 
the United States itself will contribute—that is, the part that 
is supplied by the American taxpayer and bondholder—will 
consist of food, coal, fertilizer and agricultural machinery. It 
is very probable that at least the first two may be supplied 
through governmental channels. On the other hand, partic- 
ularly speaking of Great Britain, the Coal Board and so on, 
they will probably be the purchasers. Finland and Northern 
European countries will probably buy through their ministers 
of supply or ministries of fuel, but it is the general deter- 
mination—at least on the part of the United States—to return 
trade in these commodities and in this relief business to priv- 
ate channels as far as possible. 

When you consider the part that will be played in the 
capital goods financed by the loans of the International Bank, 
that portion will undoubtedly. be handled through private 
channels, so you might say that part of the relief will be 
handled by government, and part of reconstruction and heavy 
goods through private channels. 

Is there another question from the floor? 

RosBert H. Patcuin, vice president, W. R. Grace Company, 
New York, and treasurer, National Foreign Trade Council: 
This convention went on record last year and the year before 
last and maybe the year before that in favor of the termination 
of these governmental purchasing missions and the return of 
trade to private channels, and I venture to say there was no 
question in which a larger number of the rank and file of 
delegates here were interested more than in that question, 
because they are all running up against the difficulty of 
resuming export trade. 

Now they are still running up against difficulties in export 
trade. Exporters are running up against difficulties in their 
individual trade now, by reason of the discriminations and 
preferences and all kinds of narrowing devices that are still 
practiced. The discriminations and restrictions which were 
made necessary by war are continuing in peace, and they 
appear to be multiplying. They affect the imports which the 
United States wishes to buy. 

One of the speakers this morning—Mr. Bruce, [David K. E. 
Bruce, assistant Secretary of Commerce,] I believe it was— 
pointed out that the upward curve of imports was very much 
lower than was shown in years of high economic productivity 
in this country. Well, that is due to the fact that the goods 
are not attainable abroad. It is due in part to the fact that 
they are not being produced abroad, but it is also due to the 
fact that restrictions are placed on the exports of raw materials 
in the » th ie countries, raw materials which this country 
wants, which this country has the money to buy, and which 
this country needs in its own production. 

Now those discriminations are multiplying, and I'd like to 
ask the whole panel, including the speakers, particularly, 
what the International Bank, the Monetary Fund, the 
Marshall Plan or any other instrumentality which exists is 
going to do to terminate these discriminations. 

We were told we must be patient, and all of the speakers 
here have dwelt on the difficulty of building Rome in a day, 
but they have been firm in the idea that the United States must 
hurry up and make this aid available. Although they don’t 
say whether the aid shall be in the form of loans or gifts, they 
believe the United States must hurry up, and they seemed to 
be very much impressed with the difficulties of the other 
countries’ making the progress that we (and a good many 
people in those countries) want to make. 

Now my objection to these discriminations is that indi- 








vidually, and in the total, they tend to restrict trade and 
prevent that wholesale expansion of the trade of the whole 
world which is absolutely necessary if there is to be enough 
prosperity to go around. Without enough prosperity to go 
around, there will not be peace, and if we are going 
to get back to nondiscriminatory trade, multilateral trade, 
isn’t it time to get on with the job and not palliate the 
situation? 

After the Civil War, when the United States had been 
talking for years on how to resume specie payments, one 
great, homespun American statesman said: “The way to 
resume is to resume.” That caught the imagination of the 
country, the Specie Act was soon enacted, and things began 
to mend very rapidly. 

I have the utmost sympathy—as I am sure everybody here 
has—for the dire situation which tempts countries to assure to 
themselves a share of the small loaf instead of letting go of 
the restrictions in order that the loaf will become very much 
larger and that everybody will benefit. 

Mr. Hunter: I don't see any volunteers rising amongst the 
panel members here, so I think I'll probably have to tackle 
that myself. 

Mr. Patcuin: I asked what these agencies like the Inter- 
national Bank are going to do to set their implements against 
the continuation of these discriminations. 

Mr. Hunter: Mr. Patchin, you are familiar with what has 
been going on at Geneva at the I. T. O. and the great struggle 
there to eliminate restrictions and to broaden the trading ar- 
rangements between countries and to free the trade between 
countries, and I think if you will examine the eventual pro- 
posals that are made under the Marshall Plan, you will see 
that one of the conditions which must be entered into, multi- 
laterally, between the 16 nations—and then by the United 
States with each of the 16 nations individually—will include 
a stipulation and an agreement on the part of those countries 
with regard to the elimination of these restrictive practices and 
the formation, as far as possible, of customs unions and other 
factors which are embodied in the trade policy pronounce- 
ments of this body, itself, plus the program at Geneva. 

Mr. Patcuin: Mr. Hunter, you mean that is in the Marshall 
Plan—this 16-nation proposal? I didn’t understand that was yet 
in the Plan. 

Mr. HunTER: When it is unfolded, you will see that that is 
one of the conditions that the United States representatives 
have insisted upon, so that progress is being made along your 
line of thought. 

Mr. Patcuin: All right. The Monetary Fund, the Inter- 
national Bank and the British loan were also going to make 
progress on those lines, but it didn’t happen. 

Mr. Hunter: I'm going to ask a different question now, 
with regard to our neighbors to the north: 

“We are planning to make a substantial investment in 
Canada, which has been postponed because of recurrent 
rumors of devaluation of the dollar. What are the prospects 
of devaluation, say, within the next year?” 

I will ask Mr. Gray if he will comment upon that. He has 
no words from the throne or from any other source, but he 
will tell us what he thinks about it. 

W. L. Gray, vice president, First National Bank of Boston, 
Mass.: Mr. Hunter, it’s rather late in the evening for fore- 
casting the value of any foreign currency a year hence. 

As far as Canada is concerned, we know that her economy 
is faced with many problems. And one of the most immediate 
problems is the fact that this year her balance of trade in 
dollars will probably be adverse to the extent of almost a 
billion dollars. Now part of that can be offset by the fact that 
she is selling to other countries and receiving in payment 
currencies that can be converted into dollars. Also, some 
of it represents maturities of bond issues and tbe call of 
other security issues which are paid off in United States 
dollars. Nevertheless, Canada is losing dollars and has lost 
dollars. 


She has another problem which is always present, and that 
is that she sells largely to Great Britain and to countries in 
the sterling area and buys very heavily from the United 
States in dollars, and when the prospects of converting ster- 
ling into dollars is faced, she is faced with an increasing 
problem. 

Despite all this, however, Canada, during the last decade, 
has followed economic policies which have been conservative 


.and which have been successful. She achieved a place in this 


hemisphere which few countries have been able to arrive at. 
I think that today her credit in the United States is tops, and 
that can be said of very few countries. In addition, there is a 
bond of friendship and of proximity between the United 
States and Canada which all of us realize, which means that 
if she turns to Washington for sympathetic discussion of her 
problems, she will not only receive a sympathetic response 
but I’m sure an enthusiastic response, with our desire to be 
of every help to cure her troubles. 

Now so far, Canada has restricted her currency in very 
limited ways as compared with other nations of the world, 
and I think we can say with certainty that the powers that 
be in Ottawa can themselves choose the course which they 
desire to have followed. 

I can see very little reason, myself, to expect during the 
next year that they will choose to devaluate to any large 
extent. 

If I understand this question, we have a problem wherein 
an American businessman wishes to invest—not speculate—in 
Canada. Certainly if the American businessman has the 
courage to invest money in machinery or equipment or 
merchandise at today’s high prices, and with the other 
problems around industry, I would say that if he wanted to 
do it in Canada, he should go ahead and buy the dollars, and 
not wait around a year for the possible hope of buying 
Canadian dollars at a very slight discount. 

Mr. Hunter: Thank you, Mr. Gray. 

You have been so very patient this afternoon that we 
thought we should, in your interests, stop at 5:30. That leaves 
enough time for one more question from the floor. 

SAMUEL Z. WESTERFIELD, assistant professor of economics, 
Lincoln University: What is the possibility of releasing the 
blocked balances of Britain any time in the near future? 

Mr. Hunter: Mr. Westerfield asks “What is the proba- 
bility of the release of the blocked balances in England in 
the very near future?” 

Mr. WESTERFIELD: In any kind of foreseeable future, it 
is in the order of $12 billion, as I understand it. 

Mr. Hunter: Mr. Westerfield asks whether there is, in 
the foreseeable future, a chance that the blocked balances in 
England—presumably of the Dominions and other countries— 
will be released. 

Harry SALINGER, vice president, First National Bank of 
Chicago: Well, you have heard numerous talks today on the 
difficulties of Great Britain. The chances are that you will 
have to wait until a lot of other difficulties of the British 
Empire have been cleared up. 

I think that ultimately, on the basis of general procedure, 
there may be a funding operation, but when, I don’t know. 
This whole situation is full of complications. I have listened 
to a lot of speeches and the guts of it all, to me, is this: Pro- 
duction and confidence in governments. One can indulge in 
a long philosophical discussion of what makes these things 
“tick,” and in a long economic discussion you have a lot of 
ifs and and’s, but most of us are motivated by our emotions 
instead of our mentalities, and 95 per cent, or maybe 99 
per cent, of all peoples are ready to do what their leaders 
tell them. 

I think, sir, that you may have to wait a long time, and 
there may be a general process of a washout of some per- 
centage. Does that answer your question? 

Mr. Hunter: The hour has arrived, and thank you very 
much for your attention and help. Good night. 
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U.S. Army’s New Role 
In Running Germany 


The U. S. State Department is find- 
ing itself substantially cut off from 
important policy matters in Germany. 
As soon as State announced it was not 
ready to take over the administration 
of the American zone, Army occupa- 
tion officials stopped asking State’s ad- 
vice on their activities in Germany. 
One consequence was that the Ger- 
man public knew the identity of plants 
marked for dismantling long before 
the State Department did. 


o 0 °O 


Trained observers in China are pre- 
dicting that within six months Man- 
churia, with Moscow’s support, will 
declare its independence from Na- 
tionalist China. When that happens 
it will be set up as a separate country, 
closely aligned with Russia. 


oo O 


The British are determined to re- 
duce their dollar spending in Ger- 
many. They have not put any dollars 
into the country since early autumn, 
when they started negotiations with 
the United States over the future ad- 
ministration of the occupation zone. 


o 0 90 


Both Britain’s Ernest Bevin and 
America’s George C. Marshall are de- 
termined to cut short the November 
Foreign Ministers’ Conference in Lon- 
don unless Russia demonstrates that 
it is ready to do business promptly on 
an agreement over Germany. No one 
expects much to happen. The meeting 
opens November 25, and key Ameri- 
can diplomats are saying confidential- 
ly that they'll be home for Christmas. 


o 0 Oo 


Bureaucracy in Italy is causing 
some eyebrow-lifting among Ameri- 
can Officials. For example, although 
Italy lost her African possessions in 
the war, the Government in Rome 
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Is Manchuria To Be 
A Separate State? 


still maintains a Ministry of Colonies 
with a staff of about 7,000 employes. 
Another example: No bananas are en- 
tering the country, but the Govern- 
ment’s monopoly for handling banana 
imports still is a going concern. 


oo 9 


The Russians are becoming more 
and more concerned about their oil 
supplies. Soviet officials recently have 
shown interest in making on-the-spot 
purchases of oil at the Persian Gulf. 
They have talked the matter over with 
British and American oil firms operat- 
ing in that area. 


oo 90 


Rumors in Greece are that Georgi 
Dimitrov, Premier of Bulgaria, will be 
chosen the real head of the new 
“Cominform,” set up by the Com- 
munists of Europe to combat the Mar- 
shall Plan for American aid. Marshal 
Tito of Yugoslavia had expected to 
get the job because his country was 
chosen as the home base for the new 
Communist organization. 


oo 90 


The Dutch are seriously consider- 
ing withdrawing their forces from 
Java because the home Government 
can't afford the million dollars a day 
it costs to maintain the troops. The 
Dutch are running into all sorts of 
trouble in Indonesia and are finding 
it almost impossible to restore law and 
order in some of the sections taken 
over from local forces. 


o 0 Oo 


Opponents of the Communists in 
Czechoslovakia are worried about the 
health of the country’s president, Dr. 
Edvard Benes. Although nothing is 










Setback to Anti-Reds 
In Ill Health of Benes 


said about the fact publicly, the Presi- 
dent has been too ill lately to take an 
active part in day-to-day politics. 
Non-Communists had been counting 
on his assistance to keep Czechoslo- 
vakia in political balance between 
Russia and the West. 


Plans for using the Lowland ports 
of Rotterdam and Antwerp to handle 
shipments of American supplies to 
Germany have gone awry. Army offi- 
cials, wary of a drain on their budget 
for Germany, requested concessions 
and terms port authorities in Antwerp 
and Rotterdam refused to meet. 


Current Russian propaganda being 
dinned into China is stressing Soviet 
friendship for the Chinese people and 
says little about the civil war be- 
tween Chiang Kai-shek’s Nationalists 
and the Chinese Communists. The 
new propaganda line develops at a 
time when anti-American expressions 
are on the increase in China. 


o 90 Oo 


The atomic bomb and a world 
situation requiring the maximum flexi- 
bility in naval power are about to re- 
solve the long-standing differences 
among the U. S. armed forces over the 
future of the Panama Canal. The 
Navy has decided to join the Army 
and Air Force in supporting plans for 
a sea-level canal, which it has opposed 
for years. Secretary Forrestal will 
recommend such a canal to President 
Truman in the near future. 


oo 90 


The Italian Government has worked 
out a three-year plan that puts major 
emphasis on the development of pri- 
vate enterprises. Over-all goal of the 
plan is to double the volume of indus- 
trial output between now and 1951. 
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